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Unlock the Secrets to Options TradingRead this book for FREE on Kindle UnlimitedWhen we
think about the stock market, we generally envision a place where entrepreneurs, investors, and
licensed brokers try to sell, buy, and manage everything investment-related—stocks, bonds,
mutual funds, property, etc. Yet many investors tend to overlook the advantages of another
investment opportunity—options trading. This book will take readers through both the basic and
more complex topics of options trading—the benefits and risks, the most effective trading
strategies, the value of short vs. long-term options, and how to analyze options charts. Options
trading can be a highly rewarding investment endeavor, but a particular set of skills are needed
in order to reap the many benefits. This book will provide you with the information you need to
find success in the world of options trading.During and after reading this book:Gain the skills,
knowledge, and experience needed to succeed in options trading.Go from feeling unsure about
options opportunities to feeling confident.Replace your stress-filled days in the stock market with
positive and rewarding experiences.No longer be the hesitant investor who doubts his or her
actions; you’ll feel in control with every decision and action.And much, much more!Take action
NOW!★Click the orange 'Buy Now with One Click' button on the top right hand corner of your
screen to download your copy today!★Risk Free: Offer includes a 30-day Money-Back
Guarantee - no questions asked.
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photographer since her high school years when she first experimented with black-and-white
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models, from simple point-and-shoot to complex professional-level cameras. In addition to co-
authoring eight books for Rocky Nook, Ms. Roullard produces award-winning fine art
photography and utilizes her previous art business experience to manage her online gallery and



present her work at art shows. Recently, Ms. Roullard has begun giving speeches for writers and
photography associations. As a former Project Management Quality and Compliance Engineer,
Carol spent a number of years developing procedural and quality control methodology for IT
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practices for procedural and quality control, breaking down complex subjects into easy-to-use
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Options TradingA Guide to Buying, Selling, Managing, and Predicting Options Movements©
Copyright 2016 by Eric Alton - All rights reserved.This document is geared towards providing
exact and reliable information in regards to the topic and issue covered. The publication is sold
with the idea that the publisher is not required to render accounting, officially permitted, or
otherwise, qualified services. If advice is necessary, legal or professional, a practiced individual
in the profession should be ordered.- From a Declaration of Principles which was accepted and
approved equally by a Committee of the American Bar Association and a Committee of
Publishers and Associations.In no way is it legal to reproduce, duplicate, or transmit any part of
this document in either electronic means or in printed format. Recording of this publication is
strictly prohibited and any storage of this document is not allowed unless with written permission
from the publisher. All rights reserved.The information provided herein is stated to be truthful and
consistent, in that any liability, in terms of inattention or otherwise, by any usage or abuse of any
policies, processes, or directions contained within is the solitary and utter responsibility of the
recipient reader. Under no circumstances will any legal responsibility or blame be held against
the publisher for any reparation, damages, or monetary loss due to the information herein, either
directly or indirectly.Respective authors own all copyrights not held by the publisher.The
information herein is offered for informational purposes solely, and is universal as so. The
presentation of the information is without contract or any type of guarantee assurance.The
trademarks that are used are without any consent, and the publication of the trademark is
without permission or backing by the trademark owner. All trademarks and brands within this
book are for clarifying purposes only and are the owned by the owners themselves, not affiliated
with this document.Money-back Guarantee: If you are not satisfied with the book for any reason,
you may also get a refund within 7 days of purchase. Click Your Account and select Action
directly next to the book you’d like to receive a refund for, and click on Return for refund.Table of
ContentsIntroductionChapter 1: Options BasicsChapter 2: Various Options Types and
StylesChapter 3: Mistakes First-time Options Traders MakeChapter 4: Understanding Bull and
Bear MarketsChapter 5: Options Trading Strategies and TechniquesChapter 6: How to Read
Options TablesChapter 7: Implied VolatilityChapter 8: ReviewConclusionIntroductionYou’re in the
market for a new home, and you’ve just finished walking through your dream house, a newly
renovated 3 bedroom, 2 bathroom Victorian home with unique charm, a wrap-around porch, and
a white picket fence. You’ve been searching for this house for months now and you’re finally
ready to buy. “The owner’s asking price is $300,000 and they’d prefer a buyer willing to pay
cash.” Your heart sinks a little—you’ve got $290,000 in your savings, but you’re still $10,000 shy.
You’ve essential got two options here: accept that your insufficient funds must force you to
abandon your dream house, or negotiate an options contract with the owner.Let’s say you pick
the latter option—you’re going to propose an options contract. You set up a meeting with the
owner and explain your situation—you’ve got $290,000 in cash already, but are $10,000 shy



from her cash-asking price. If she agree to wait another 3 weeks before selling the house to
someone else, you’ll have the other $10,000 in cash. You’re willing to set up an options contract
with her for doing so—you’ll put down a $15,000 nonrefundable deposit, in addition to the
$300,000 asking price, if they agree to wait the 3 weeks. They agree. You’ve just created your
first options contract.So what exactly happened here? First and foremost, you’ve created an
options contract—a contract that gives the buyer (you) the right to buy an asset (the house) for a
specific, predetermined price ($300,000 + the $15,000 nonrefundable deposit) before a certain,
pre-established expiration date (3 weeks from now). This options contract between you and the
seller was a financial agreement between two individuals, and an investment endeavors on your
end.Options buying, selling, trading, and managing is a somewhat complicated investment
opportunity, so don’t be alarmed if this scenario, and the basic premise behind an option,
remains unclear. Although they have the potential to bring in major positive returns, many
investors overlook and even ignore pursuing the options route because of how complicated they
can appear. In fact, there are quite a few crucial elements, advantages, and restrictions that
should have been factored into this above scenario, but were not. Again, rest assured—all of this
information will make much more sense as you continue with the rest of this book.Actually, this
book is going to walk you through everything you need to know about preparing for and diving
into the world of options. Chapter 1 will introduce the basic premise and elements behind
options trading—what options are, how they work, how they benefit you, and the associated
risks. Once you’ve got a foundational understanding for the basics of options and options
trading, you’ll find that Chapter 2 branches out a bit more on this topic as it explains the different
forms and types options can take. Chapter 3 is an important chapter for the first-time options
trader, as it highlights the most common options trading mistakes inexperienced investors make,
why they make these mistakes, and how you—yes you—can break the cycle and avoid these
mistakes altogether. Chapter 4 then introduces two types of market conditions you’ll need to be
familiar with in order to excel in the world of options trading—bull and bear markets. You’ll
discover the characteristics of each, how you can benefit in each market condition, and why
familiarity with these market conditions is essential to your options trading success.Chapter 5
then jumps into the actual process of options trading. You’ll learn about 3 very important options
trading strategies, and one strategy first-time traders should be wary of. Chapter 6 revolves
around reading and understanding options tables, a crucial skill needed to find success with
options trading. Chapter 7 then discusses a somewhat complex but highly important component
of options trading—implied volatility. You’ll be introduced to the basic premise behind implied
volatility, how it appears on tables, and how you can use this concept to your advantage.
Chapter 8 will end with a helpful review, outlining the foundational information and restating the
crucial techniques and strategies addressed throughout this book.In addition to the already
complex nature of options trading, this is a lot of new information to take in. Don’t let this
overwhelm you. Slowly work your way through this book, making sure to spend more time with
the topics you’re unfamiliar with, and skimming over the topics that you already feel comfortable



with. Options trading can be a highly rewarding investment endeavor, but a particular set of
skills, background knowledge, patience, and thoughtful reflection is needed in order to reap the
many financial benefits options trading has to offer. Don’t be discouraged if you struggle to grasp
hold of various topics throughout this book. With time, patience, practice, and an open-mind, the
topics found throughout this book will eventually click.Chapter 1—Options BasicsDiving into the
world of stocks, investing, and options trading can be a somewhat complicated and complex
task, though it doesn’t necessarily need to be. With the right amount of background knowledge,
foundational information, practice, and patience, anyone and everyone can immerse themselves
in the financial marketplace and find financial and economic success. In order to successfully do
this, however, you’ll need to start with the basics. And for the sake of this book, these crucial
basics will revolve around options trading.What is an Option?So, to help get you started and
heading in the right direction, here is the most basic definition of options:Options: A contract that
gives a buyer the right, but not the obligation, to buy or sell an asset for a specific,
predetermined price before the passing of a certain date.For some, this sole definition might
make perfect sense. Others, however, will require a bit more explanation about what an option is
and entails, and that’s perfectly okay. Actually, wanting and even needing to know more about
options and options trading opens many helpful doors for the beginner options trader, and
shows your dedication to learning about, understanding, and mastering everything there is to
know about options.As we continue forward, it might be helpful to think of options as a security.
In other words, options are financial investment opportunities that parallel those of stocks, penny
stocks, bonds, mutual funds, and property, for example. These investment opportunities,
including options, all fall under the same financial category—securities.So, what do we know
about options so far? Well, we know it’s a security, and we know that options are investment
endeavors that are similar to stocks, bonds, etc. We also know that options are contracts that
give you (the buyer), the freedom to buy or sell something for a predetermined price as long as it
takes place before a pre-established expiration date. Are you still feeling a bit unsure? No
worries. Take a look at the following scenario.Scenario #1: Buying a Used CarYou want to
purchase a used car, but don’t have the funds to do so at the moment. The car is lightly used
and costs $15,000. You discuss your situation with the dealer and negotiate a deal called an
options contract. The deal is as follows:The dealer agrees to hold the car for you for 2 weeks
(until you can afford to pay cash).He will sell the car to you for the asking price of $15,000.He
agrees to the previous 2 points by negotiating an options contract. He will hold the car for 2
weeks and sell it to you for $15,000 if you place a $500 options contract down (a non-refundable
deposit). You agree.At this point, you have invested in a $500 option (the non-refundable deposit
you agreed to put down on the car in order for the dealer to hold it for you for 2 weeks).From
here, one of three different events might happen:Event #1:You return to the car dealer at the end
of the 2 week agreement period with $15,000 in cash. You pay $15,000 for the car and the
dealer keeps the $500 option. You drive home in your new car. Here’s how it works: 1. You
buy the car for $15,000 cash ($-15,000)2. You invested in a $500 option ($-15,000 initial



investment + $-500 options investment = $-15,500).Event #2:The maker of the car that you plan
to purchase at the end of the 2 week period has made an unexpected public announcement that
the company is freezing its business,—effective immediately—and is closing its gates
indefinitely. This sudden and surprising news causes the value of all the maker’s cars to rise
dramatically over night. Now, the same model, same condition car as your future car is valued at
$40,000 and upwards.Because the car dealer sold you the $500 option (the non-refundable
deposit on the car in exchange for the dealer’s holding it for 2 weeks), he is obligated to sell you
the car for the price previously agreed upon. In other words, he must still sell you the car for
$15,000 cash, even though the car’s selling value has appreciated to upwards of $40,000. The
dealer’s ability to recant on your negotiation is terminated by the $500 option—he’s stuck in this
contract. In this sense, you’ve made a $25, 500 profit. Here’s why:1. You buy the car for $15,000
($-15,000)2. You invested in a $500 option ($-15,000 initial + $-500 options = $-15,500)3. After
purchase, you sell the car for $40,000 ($40,000 sell price + $-15,500 initial investment= $+25,
500 end profit).Event #3:1 week after you’ve created an options contract with the dealer (and 1
week before the 2 week expiration date passes), you return to the car dealership with your
trusted mechanic who has agreed to do an inspection on the car before you buy it. During his
inspection, he finds significant evidence that the car has been in an accident in the past. He
suspects this because certain parts of the car’s interior and exterior are not original, the engine
has been replaced, etc. You confront the dealer about your worry and ask for a car report. He
refuses to provide a recent car report. You find this odd, and don’t want to risk buying a car with
an accident in its past.Because of your concerns, you decide not to buy the car. Having created
an options contract, you have the right to take back your $15,000 offer as long as it’s before the 2
week expiration date. You won’t get your $500 option back, but you aren’t required to buy the car
anymore and invest $15,000 in something you’re not entirely sure about. Here’s what you end up
with:1. You lose your $500 option ($-500)2. You don’t buy the car. ($-500 + 0 = $-500)Having
read the scenario and the three different events that can occur, did you pick up on any important
elements of options contracts? If you didn’t, don’t stress too much. We’ll cover this topic in a later
chapter. For now, however, it’s important for you to know that options buyers are generally in a
much better, more flexible position than sellers of options. In fact, we saw this in the previous
examples. You, the buyer of the option, were able to go through with the deal or turn back on the
deal, with only a small penalty imposed (losing the $500 options contract). The seller, on the
other hand, had no choice but to follow through with the deal, even when the car’s selling-value
rose from $15,000 to $40,000 overnight. Because he created the $500 options contract with you,
his hands were tied.Getting to Know the LanguageOptions TradingA Guide to Buying, Selling,
Managing, and Predicting Options MovementsOptions TradingA Guide to Buying, Selling,
Managing, and Predicting Options Movements© Copyright 2016 by Eric Alton - All rights
reserved.This document is geared towards providing exact and reliable information in regards to
the topic and issue covered. The publication is sold with the idea that the publisher is not
required to render accounting, officially permitted, or otherwise, qualified services. If advice is



necessary, legal or professional, a practiced individual in the profession should be ordered.-
From a Declaration of Principles which was accepted and approved equally by a Committee of
the American Bar Association and a Committee of Publishers and Associations.In no way is it
legal to reproduce, duplicate, or transmit any part of this document in either electronic means or
in printed format. Recording of this publication is strictly prohibited and any storage of this
document is not allowed unless with written permission from the publisher. All rights
reserved.The information provided herein is stated to be truthful and consistent, in that any
liability, in terms of inattention or otherwise, by any usage or abuse of any policies, processes, or
directions contained within is the solitary and utter responsibility of the recipient reader. Under
no circumstances will any legal responsibility or blame be held against the publisher for any
reparation, damages, or monetary loss due to the information herein, either directly or
indirectly.Respective authors own all copyrights not held by the publisher.The information herein
is offered for informational purposes solely, and is universal as so. The presentation of the
information is without contract or any type of guarantee assurance.The trademarks that are used
are without any consent, and the publication of the trademark is without permission or backing
by the trademark owner. All trademarks and brands within this book are for clarifying purposes
only and are the owned by the owners themselves, not affiliated with this document.Money-back
Guarantee: If you are not satisfied with the book for any reason, you may also get a refund within
7 days of purchase. Click Your Account and select Action directly next to the book you’d like to
receive a refund for, and click on Return for refund.© Copyright 2016 by Eric Alton - All rights
reserved.This document is geared towards providing exact and reliable information in regards to
the topic and issue covered. The publication is sold with the idea that the publisher is not
required to render accounting, officially permitted, or otherwise, qualified services. If advice is
necessary, legal or professional, a practiced individual in the profession should be ordered.-
From a Declaration of Principles which was accepted and approved equally by a Committee of
the American Bar Association and a Committee of Publishers and Associations.In no way is it
legal to reproduce, duplicate, or transmit any part of this document in either electronic means or
in printed format. Recording of this publication is strictly prohibited and any storage of this
document is not allowed unless with written permission from the publisher. All rights
reserved.The information provided herein is stated to be truthful and consistent, in that any
liability, in terms of inattention or otherwise, by any usage or abuse of any policies, processes, or
directions contained within is the solitary and utter responsibility of the recipient reader. Under
no circumstances will any legal responsibility or blame be held against the publisher for any
reparation, damages, or monetary loss due to the information herein, either directly or
indirectly.Respective authors own all copyrights not held by the publisher.The information herein
is offered for informational purposes solely, and is universal as so. The presentation of the
information is without contract or any type of guarantee assurance.The trademarks that are used
are without any consent, and the publication of the trademark is without permission or backing
by the trademark owner. All trademarks and brands within this book are for clarifying purposes



only and are the owned by the owners themselves, not affiliated with this document.Money-back
Guarantee: If you are not satisfied with the book for any reason, you may also get a refund within
7 days of purchase. Click Your Account and select Action directly next to the book you’d like to
receive a refund for, and click on Return for refund.Table of ContentsIntroductionChapter 1:
Options BasicsChapter 2: Various Options Types and StylesChapter 3: Mistakes First-time
Options Traders MakeChapter 4: Understanding Bull and Bear MarketsChapter 5: Options
Trading Strategies and TechniquesChapter 6: How to Read Options TablesChapter 7: Implied
VolatilityChapter 8: ReviewConclusionTable of ContentsIntroductionChapter 1: Options
BasicsChapter 2: Various Options Types and StylesChapter 3: Mistakes First-time Options
Traders MakeChapter 4: Understanding Bull and Bear MarketsChapter 5: Options Trading
Strategies and TechniquesChapter 6: How to Read Options TablesChapter 7: Implied
VolatilityChapter 8: ReviewConclusionIntroductionYou’re in the market for a new home, and
you’ve just finished walking through your dream house, a newly renovated 3 bedroom, 2
bathroom Victorian home with unique charm, a wrap-around porch, and a white picket fence.
You’ve been searching for this house for months now and you’re finally ready to buy. “The
owner’s asking price is $300,000 and they’d prefer a buyer willing to pay cash.” Your heart sinks
a little—you’ve got $290,000 in your savings, but you’re still $10,000 shy. You’ve essential got
two options here: accept that your insufficient funds must force you to abandon your dream
house, or negotiate an options contract with the owner.Let’s say you pick the latter option—
you’re going to propose an options contract. You set up a meeting with the owner and explain
your situation—you’ve got $290,000 in cash already, but are $10,000 shy from her cash-asking
price. If she agree to wait another 3 weeks before selling the house to someone else, you’ll have
the other $10,000 in cash. You’re willing to set up an options contract with her for doing so—
you’ll put down a $15,000 nonrefundable deposit, in addition to the $300,000 asking price, if
they agree to wait the 3 weeks. They agree. You’ve just created your first options contract.So
what exactly happened here? First and foremost, you’ve created an options contract—a contract
that gives the buyer (you) the right to buy an asset (the house) for a specific, predetermined
price ($300,000 + the $15,000 nonrefundable deposit) before a certain, pre-established
expiration date (3 weeks from now). This options contract between you and the seller was a
financial agreement between two individuals, and an investment endeavors on your end.Options
buying, selling, trading, and managing is a somewhat complicated investment opportunity, so
don’t be alarmed if this scenario, and the basic premise behind an option, remains unclear.
Although they have the potential to bring in major positive returns, many investors overlook and
even ignore pursuing the options route because of how complicated they can appear. In fact,
there are quite a few crucial elements, advantages, and restrictions that should have been
factored into this above scenario, but were not. Again, rest assured—all of this information will
make much more sense as you continue with the rest of this book.Actually, this book is going to
walk you through everything you need to know about preparing for and diving into the world of
options. Chapter 1 will introduce the basic premise and elements behind options trading—what



options are, how they work, how they benefit you, and the associated risks. Once you’ve got a
foundational understanding for the basics of options and options trading, you’ll find that Chapter
2 branches out a bit more on this topic as it explains the different forms and types options can
take. Chapter 3 is an important chapter for the first-time options trader, as it highlights the most
common options trading mistakes inexperienced investors make, why they make these
mistakes, and how you—yes you—can break the cycle and avoid these mistakes altogether.
Chapter 4 then introduces two types of market conditions you’ll need to be familiar with in order
to excel in the world of options trading—bull and bear markets. You’ll discover the characteristics
of each, how you can benefit in each market condition, and why familiarity with these market
conditions is essential to your options trading success.Chapter 5 then jumps into the actual
process of options trading. You’ll learn about 3 very important options trading strategies, and one
strategy first-time traders should be wary of. Chapter 6 revolves around reading and
understanding options tables, a crucial skill needed to find success with options trading. Chapter
7 then discusses a somewhat complex but highly important component of options trading—
implied volatility. You’ll be introduced to the basic premise behind implied volatility, how it
appears on tables, and how you can use this concept to your advantage. Chapter 8 will end with
a helpful review, outlining the foundational information and restating the crucial techniques and
strategies addressed throughout this book.In addition to the already complex nature of options
trading, this is a lot of new information to take in. Don’t let this overwhelm you. Slowly work your
way through this book, making sure to spend more time with the topics you’re unfamiliar with,
and skimming over the topics that you already feel comfortable with. Options trading can be a
highly rewarding investment endeavor, but a particular set of skills, background knowledge,
patience, and thoughtful reflection is needed in order to reap the many financial benefits options
trading has to offer. Don’t be discouraged if you struggle to grasp hold of various topics
throughout this book. With time, patience, practice, and an open-mind, the topics found
throughout this book will eventually click.IntroductionYou’re in the market for a new home, and
you’ve just finished walking through your dream house, a newly renovated 3 bedroom, 2
bathroom Victorian home with unique charm, a wrap-around porch, and a white picket fence.
You’ve been searching for this house for months now and you’re finally ready to buy. “The
owner’s asking price is $300,000 and they’d prefer a buyer willing to pay cash.” Your heart sinks
a little—you’ve got $290,000 in your savings, but you’re still $10,000 shy. You’ve essential got
two options here: accept that your insufficient funds must force you to abandon your dream
house, or negotiate an options contract with the owner.Let’s say you pick the latter option—
you’re going to propose an options contract. You set up a meeting with the owner and explain
your situation—you’ve got $290,000 in cash already, but are $10,000 shy from her cash-asking
price. If she agree to wait another 3 weeks before selling the house to someone else, you’ll have
the other $10,000 in cash. You’re willing to set up an options contract with her for doing so—
you’ll put down a $15,000 nonrefundable deposit, in addition to the $300,000 asking price, if
they agree to wait the 3 weeks. They agree. You’ve just created your first options contract.So



what exactly happened here? First and foremost, you’ve created an options contract—a contract
that gives the buyer (you) the right to buy an asset (the house) for a specific, predetermined
price ($300,000 + the $15,000 nonrefundable deposit) before a certain, pre-established
expiration date (3 weeks from now). This options contract between you and the seller was a
financial agreement between two individuals, and an investment endeavors on your end.Options
buying, selling, trading, and managing is a somewhat complicated investment opportunity, so
don’t be alarmed if this scenario, and the basic premise behind an option, remains unclear.
Although they have the potential to bring in major positive returns, many investors overlook and
even ignore pursuing the options route because of how complicated they can appear. In fact,
there are quite a few crucial elements, advantages, and restrictions that should have been
factored into this above scenario, but were not. Again, rest assured—all of this information will
make much more sense as you continue with the rest of this book.Actually, this book is going to
walk you through everything you need to know about preparing for and diving into the world of
options. Chapter 1 will introduce the basic premise and elements behind options trading—what
options are, how they work, how they benefit you, and the associated risks. Once you’ve got a
foundational understanding for the basics of options and options trading, you’ll find that Chapter
2 branches out a bit more on this topic as it explains the different forms and types options can
take. Chapter 3 is an important chapter for the first-time options trader, as it highlights the most
common options trading mistakes inexperienced investors make, why they make these
mistakes, and how you—yes you—can break the cycle and avoid these mistakes altogether.
Chapter 4 then introduces two types of market conditions you’ll need to be familiar with in order
to excel in the world of options trading—bull and bear markets. You’ll discover the characteristics
of each, how you can benefit in each market condition, and why familiarity with these market
conditions is essential to your options trading success.Chapter 5 then jumps into the actual
process of options trading. You’ll learn about 3 very important options trading strategies, and one
strategy first-time traders should be wary of. Chapter 6 revolves around reading and
understanding options tables, a crucial skill needed to find success with options trading. Chapter
7 then discusses a somewhat complex but highly important component of options trading—
implied volatility. You’ll be introduced to the basic premise behind implied volatility, how it
appears on tables, and how you can use this concept to your advantage. Chapter 8 will end with
a helpful review, outlining the foundational information and restating the crucial techniques and
strategies addressed throughout this book.In addition to the already complex nature of options
trading, this is a lot of new information to take in. Don’t let this overwhelm you. Slowly work your
way through this book, making sure to spend more time with the topics you’re unfamiliar with,
and skimming over the topics that you already feel comfortable with. Options trading can be a
highly rewarding investment endeavor, but a particular set of skills, background knowledge,
patience, and thoughtful reflection is needed in order to reap the many financial benefits options
trading has to offer. Don’t be discouraged if you struggle to grasp hold of various topics
throughout this book. With time, patience, practice, and an open-mind, the topics found



throughout this book will eventually click.Chapter 1—Options BasicsDiving into the world of
stocks, investing, and options trading can be a somewhat complicated and complex task,
though it doesn’t necessarily need to be. With the right amount of background knowledge,
foundational information, practice, and patience, anyone and everyone can immerse themselves
in the financial marketplace and find financial and economic success. In order to successfully do
this, however, you’ll need to start with the basics. And for the sake of this book, these crucial
basics will revolve around options trading.What is an Option?So, to help get you started and
heading in the right direction, here is the most basic definition of options:Options: A contract that
gives a buyer the right, but not the obligation, to buy or sell an asset for a specific,
predetermined price before the passing of a certain date.For some, this sole definition might
make perfect sense. Others, however, will require a bit more explanation about what an option is
and entails, and that’s perfectly okay. Actually, wanting and even needing to know more about
options and options trading opens many helpful doors for the beginner options trader, and
shows your dedication to learning about, understanding, and mastering everything there is to
know about options.As we continue forward, it might be helpful to think of options as a security.
In other words, options are financial investment opportunities that parallel those of stocks, penny
stocks, bonds, mutual funds, and property, for example. These investment opportunities,
including options, all fall under the same financial category—securities.So, what do we know
about options so far? Well, we know it’s a security, and we know that options are investment
endeavors that are similar to stocks, bonds, etc. We also know that options are contracts that
give you (the buyer), the freedom to buy or sell something for a predetermined price as long as it
takes place before a pre-established expiration date. Are you still feeling a bit unsure? No
worries. Take a look at the following scenario.Scenario #1: Buying a Used CarYou want to
purchase a used car, but don’t have the funds to do so at the moment. The car is lightly used
and costs $15,000. You discuss your situation with the dealer and negotiate a deal called an
options contract. The deal is as follows:The dealer agrees to hold the car for you for 2 weeks
(until you can afford to pay cash).He will sell the car to you for the asking price of $15,000.He
agrees to the previous 2 points by negotiating an options contract. He will hold the car for 2
weeks and sell it to you for $15,000 if you place a $500 options contract down (a non-refundable
deposit). You agree.At this point, you have invested in a $500 option (the non-refundable deposit
you agreed to put down on the car in order for the dealer to hold it for you for 2 weeks).From
here, one of three different events might happen:Event #1:You return to the car dealer at the end
of the 2 week agreement period with $15,000 in cash. You pay $15,000 for the car and the
dealer keeps the $500 option. You drive home in your new car. Here’s how it works: 1. You
buy the car for $15,000 cash ($-15,000)2. You invested in a $500 option ($-15,000 initial
investment + $-500 options investment = $-15,500).Event #2:The maker of the car that you plan
to purchase at the end of the 2 week period has made an unexpected public announcement that
the company is freezing its business,—effective immediately—and is closing its gates
indefinitely. This sudden and surprising news causes the value of all the maker’s cars to rise



dramatically over night. Now, the same model, same condition car as your future car is valued at
$40,000 and upwards.Because the car dealer sold you the $500 option (the non-refundable
deposit on the car in exchange for the dealer’s holding it for 2 weeks), he is obligated to sell you
the car for the price previously agreed upon. In other words, he must still sell you the car for
$15,000 cash, even though the car’s selling value has appreciated to upwards of $40,000. The
dealer’s ability to recant on your negotiation is terminated by the $500 option—he’s stuck in this
contract. In this sense, you’ve made a $25, 500 profit. Here’s why:1. You buy the car for $15,000
($-15,000)2. You invested in a $500 option ($-15,000 initial + $-500 options = $-15,500)3. After
purchase, you sell the car for $40,000 ($40,000 sell price + $-15,500 initial investment= $+25,
500 end profit).Event #3:1 week after you’ve created an options contract with the dealer (and 1
week before the 2 week expiration date passes), you return to the car dealership with your
trusted mechanic who has agreed to do an inspection on the car before you buy it. During his
inspection, he finds significant evidence that the car has been in an accident in the past. He
suspects this because certain parts of the car’s interior and exterior are not original, the engine
has been replaced, etc. You confront the dealer about your worry and ask for a car report. He
refuses to provide a recent car report. You find this odd, and don’t want to risk buying a car with
an accident in its past.Because of your concerns, you decide not to buy the car. Having created
an options contract, you have the right to take back your $15,000 offer as long as it’s before the 2
week expiration date. You won’t get your $500 option back, but you aren’t required to buy the car
anymore and invest $15,000 in something you’re not entirely sure about. Here’s what you end up
with:1. You lose your $500 option ($-500)2. You don’t buy the car. ($-500 + 0 = $-500)Having
read the scenario and the three different events that can occur, did you pick up on any important
elements of options contracts? If you didn’t, don’t stress too much. We’ll cover this topic in a later
chapter. For now, however, it’s important for you to know that options buyers are generally in a
much better, more flexible position than sellers of options. In fact, we saw this in the previous
examples. You, the buyer of the option, were able to go through with the deal or turn back on the
deal, with only a small penalty imposed (losing the $500 options contract). The seller, on the
other hand, had no choice but to follow through with the deal, even when the car’s selling-value
rose from $15,000 to $40,000 overnight. Because he created the $500 options contract with you,
his hands were tied.Getting to Know the LanguageChapter 1—Options BasicsDiving into the
world of stocks, investing, and options trading can be a somewhat complicated and complex
task, though it doesn’t necessarily need to be. With the right amount of background knowledge,
foundational information, practice, and patience, anyone and everyone can immerse themselves
in the financial marketplace and find financial and economic success. In order to successfully do
this, however, you’ll need to start with the basics. And for the sake of this book, these crucial
basics will revolve around options trading.What is an Option?So, to help get you started and
heading in the right direction, here is the most basic definition of options:Options: A contract that
gives a buyer the right, but not the obligation, to buy or sell an asset for a specific,
predetermined price before the passing of a certain date.Options: A contract that gives a buyer



the right, but not the obligation, to buy or sell an asset for a specific, predetermined price before
the passing of a certain date.For some, this sole definition might make perfect sense. Others,
however, will require a bit more explanation about what an option is and entails, and that’s
perfectly okay. Actually, wanting and even needing to know more about options and options
trading opens many helpful doors for the beginner options trader, and shows your dedication to
learning about, understanding, and mastering everything there is to know about options.As we
continue forward, it might be helpful to think of options as a security. In other words, options are
financial investment opportunities that parallel those of stocks, penny stocks, bonds, mutual
funds, and property, for example. These investment opportunities, including options, all fall under
the same financial category—securities.So, what do we know about options so far? Well, we
know it’s a security, and we know that options are investment endeavors that are similar to
stocks, bonds, etc. We also know that options are contracts that give you (the buyer), the
freedom to buy or sell something for a predetermined price as long as it takes place before a pre-
established expiration date. Are you still feeling a bit unsure? No worries. Take a look at the
following scenario.Scenario #1: Buying a Used CarYou want to purchase a used car, but don’t
have the funds to do so at the moment. The car is lightly used and costs $15,000. You discuss
your situation with the dealer and negotiate a deal called an options contract. The deal is as
follows:The dealer agrees to hold the car for you for 2 weeks (until you can afford to pay
cash).He will sell the car to you for the asking price of $15,000.He agrees to the previous 2
points by negotiating an options contract. He will hold the car for 2 weeks and sell it to you for
$15,000 if you place a $500 options contract down (a non-refundable deposit). You agree.The
dealer agrees to hold the car for you for 2 weeks (until you can afford to pay cash).He will sell the
car to you for the asking price of $15,000.He agrees to the previous 2 points by negotiating an
options contract. He will hold the car for 2 weeks and sell it to you for $15,000 if you place a
$500 options contract down (a non-refundable deposit). You agree.At this point, you have
invested in a $500 option (the non-refundable deposit you agreed to put down on the car in
order for the dealer to hold it for you for 2 weeks).From here, one of three different events might
happen:Event #1:You return to the car dealer at the end of the 2 week agreement period with
$15,000 in cash. You pay $15,000 for the car and the dealer keeps the $500 option. You drive
home in your new car. Here’s how it works: 1. You buy the car for $15,000 cash
($-15,000)2. You invested in a $500 option ($-15,000 initial investment + $-500 options
investment = $-15,500).Event #2:The maker of the car that you plan to purchase at the end of
the 2 week period has made an unexpected public announcement that the company is freezing
its business,—effective immediately—and is closing its gates indefinitely. This sudden and
surprising news causes the value of all the maker’s cars to rise dramatically over night. Now, the
same model, same condition car as your future car is valued at $40,000 and upwards.Because
the car dealer sold you the $500 option (the non-refundable deposit on the car in exchange for
the dealer’s holding it for 2 weeks), he is obligated to sell you the car for the price previously
agreed upon. In other words, he must still sell you the car for $15,000 cash, even though the



car’s selling value has appreciated to upwards of $40,000. The dealer’s ability to recant on your
negotiation is terminated by the $500 option—he’s stuck in this contract. In this sense, you’ve
made a $25, 500 profit. Here’s why:1. You buy the car for $15,000 ($-15,000)2. You invested in a
$500 option ($-15,000 initial + $-500 options = $-15,500)3. After purchase, you sell the car for
$40,000 ($40,000 sell price + $-15,500 initial investment= $+25, 500 end profit).Event #3:1 week
after you’ve created an options contract with the dealer (and 1 week before the 2 week
expiration date passes), you return to the car dealership with your trusted mechanic who has
agreed to do an inspection on the car before you buy it. During his inspection, he finds
significant evidence that the car has been in an accident in the past. He suspects this because
certain parts of the car’s interior and exterior are not original, the engine has been replaced, etc.
You confront the dealer about your worry and ask for a car report. He refuses to provide a recent
car report. You find this odd, and don’t want to risk buying a car with an accident in its
past.Because of your concerns, you decide not to buy the car. Having created an options
contract, you have the right to take back your $15,000 offer as long as it’s before the 2 week
expiration date. You won’t get your $500 option back, but you aren’t required to buy the car
anymore and invest $15,000 in something you’re not entirely sure about. Here’s what you end up
with:1. You lose your $500 option ($-500)2. You don’t buy the car. ($-500 + 0 = $-500)Having
read the scenario and the three different events that can occur, did you pick up on any important
elements of options contracts? If you didn’t, don’t stress too much. We’ll cover this topic in a later
chapter. For now, however, it’s important for you to know that options buyers are generally in a
much better, more flexible position than sellers of options. In fact, we saw this in the previous
examples. You, the buyer of the option, were able to go through with the deal or turn back on the
deal, with only a small penalty imposed (losing the $500 options contract). The seller, on the
other hand, had no choice but to follow through with the deal, even when the car’s selling-value
rose from $15,000 to $40,000 overnight. Because he created the $500 options contract with you,
his hands were tied.Getting to Know the Language
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Damita, “Really informative on Option Trading. It has been two years since I tried Option trading
and I failed terrible since I followed a friend advice without having a good background
information. Since am a "Not giving up" type I have picked my piece and ready to start again. I
needed a book to giving me the background information that I need and How to go about the
trade and this book has just done that, I have realized the terrible mistakes that I committed back
then. I am ready to start again, thanks to the author for the great inspiration and information.”

Stepton, “Go for it!. I have heard that options trading can be a profitable type of business, but I
had no clue what it is. This book gave a pretty good picture of what it is, as well as all of the
difficulties that may come on the way. I think this is definitely not an easy type of business, but
this book nevertheless gives a pretty good picture of how to go about it. To be honest, I think
here you will find a good foundation, and from here on it is all about experience and taking
action.”

Dawn Pickin, “Options made easy. This is a really interesting subject about taking out options on
anything with a view to purchasing at a later date. The book is really clear and the information is
detailed but still extremely interesting. The author obviously knows an awful lot about this subject
and explains it an extremely straightforward manner that also engages the casual reader. It is
well worth looking this book through to find about about a reasonably complex topic in a painless
easy to understand way.”

CP's, “Discover the world of Options Trading. This book contains a lots of information about
options trading. Some of us scared to be part of that world of investment because some how it
has risk, but this book has information that there's benefits if we try the options trading
investment. I like how this book explained to me well everything about options trading and I'm
glad that it is easy to understand it. It has strategies here and tips to be successful i stock
market. Well recommended!”

Frank, “This is a useful book.. Many people know about the work in the stock market. But not all
are doing it because they do not possess all the information. Speaking about the sale and
purchase of options is clear and accessible to everyone in this book. Any of us understand how
to build a business plan and implement it. It is important that there is a use information on
avoiding common pitfalls for beginners and experienced investors.”

Escaline, “This book is a great guide and I recommend it for those looking to .... I learned a lot
from this book. I have been trading stocks since I was in college –at least a decade or so. One of
the things that you often hear about investing is to only invest in what you know. Well, for all this
time, I have never traded in options because I have never been able to get my head around



them. Now that I have read this book, options trading finally clicked with me. Not only do I know
get the power and opportunities that options trading provides, but I also now understand. This
book is a great guide and I recommend it for those looking to explore the world of option trading.”

Matt, “Very well said.. Many people are into trading. According to those who are older than I do,
even before, there are people who invests in trading. To understand what is it all about, I grabbed
this book. Well, it did tell a lot of things about trading and I get to understand its purpose and
how it is done. Might try when I am already capable :)”

The book by Brian Matsumoto has a rating of  5 out of 3.6. 21 people have provided feedback.
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