


Agenda

Day 2
* Generate Consistent Monthly Cash Flow Generation

* Capital Appreciation with Leverage Effect without Leverage Damage

* How | Grew S1k USD to $281k USD in the bull market in less than 10
vears without market timing, without regular additional deposits &
being extremely passive



Key Option p
Facts: |

o

. are financial weapons of mass
destruction” — Warren Buffett

* Purpose of using options is to reduce and
improve
 Whatever your results are in , you

those results with options.




\Module 3: Option'; Basics
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Option Basics

Basic Terms & Conditions:

(Business you’re willing to buy/sell)

(What price to buy/sell the stog
(For how long?) '




Usage of Options

* We can use options on any asset listed on the stock
exchange:

» Stocks

» Exchange Traded Funds (ETF)

»Bonds

» Commodities

* Qur Focus:
>

>




When we
sell options,

1. We are Selling

2. By Selling Promises, we
COLLECT




At Expiry Date

Once you sold an option, only 2 things can
happen at expiry date:

or
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Module 4: The Options Framework



The Options Investing Framework

Morris Charts

* The A-I1-M Analysis
System

Sparkline Charts

* Portfolio Strategy

Easy Pie Charts
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Why Is Assessing Important?

Focus on the

. Quality Businesses will be the main
of your in the long run.

Behind every option contract is a

If the does well, so will our




No. 1 Objective When Assessing A Company

BUILD &



2 Types of Assets to Focus On

* Stocks
» Part ownership of

e Exchange Traded Funds (ETFs)
»Ownership of a




EXC h a nge Easy way to build confidenece/conviction
TradEd Fu nds What are ETFs?
( ETFS) : portfolio of companies

managed by a fund manager




ETFs Pros & Cons

_q ’):r J‘_ Pros
- s’ g * |nstant
| . volatility
| . risks
\ g >
‘ . investment costs
.
Cons
. diversification
. returns

. control over portfolio






* Assess

*|nitiate

* Method




When to Buy?

We simply attempt to be fearful
when others are greedy and to be
greedy only when others are fearful.

— ([Jarren B uééet( =

AZ QUOTES




Market Cycles

e Stock Market Moves in

* Bad news/ uncertainty
often cause and

* Aim to be during
down cycles and
during up cycles




Fear & Greed Index

NEUTRAL
@
 What emotion is driving o
the market now? . & ' -
é" 25 )
g5 2%
* https://money.cnn.com/d P o S A

ata/fear-and-greed/

o7

100


https://money.cnn.com/data/fear-and-greed/
https://money.cnn.com/data/fear-and-greed/

What To Do During Down Cycles?

Look for facts. Ask yourself:

Is the news or ?
Will there still be high S for their
Are there plenty of ?
If share price by 50%, does the
company 50% of their business?
Does the company have balance

sheet to pull through the crisis?

Is the issue/crisis or ?

Does the management have the
to turn things around?

Will you buy more?




* Assess

* |Initiate

e Method



Selling vs. Buying Options

Selling Options Buying Options
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* Selling Options = Selling a

e Golden Rule:

* Sell Put = Promise to Shares (Want Shares, Have Money to Buy)

 Sell Call = Promise to Shares (Want to Sell Shares, Have Shares
to Sell)




New Simple Terminologies

* Implied volatility
- The degree of stock

* Trading Volume
- The average of shares traded per day

* Extrinsic Value
- value of options




Implied Volatility & Volume

* |deal situation to sell put options:

- High Implied Volatility (

- High Volume (

v Watchlist

Top 1%

O

30.70%
39.14%
31.15%
45.03%
46.63%
51.61%
67.63%
20.15%
28.37%
24.55%
23.98%
31.57%
46.30%

47,716,882
27,067,355
23,102,994
37,261,185
39,527,855
16,106,074
142,154,640
63,681,042
1,540,174
45,134,736
3,419,199
10,841
12,068,679




* VVolatility of a stock changes from time to time

* The higher the , the higher the




Extrinsic Value

 Extrinsic Value (Time Decay)

- The value of the contract that deteriorates over time.
- Value drops at accelerating rate nearer to expiry date.
- Prefer to sell contracts with

Slow time decay

| “

) Fast time decay
time
premium
in option |

price \

days remaining until expiration



Summary

ldeal situation to sell options:

High implied volatility (>40%)

High stock trading volume (> 1 million)

Short term contracts ( )
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Sell Put Strategy

Sell At-The-Money (ATM) Puts to collect which will
be first treated as margin of safety

Capital at risk = purchase value of 100 shares less premiums
collected

Pros:
Extra (premium received)

Safety turns into cash flow if options are not

Cons:
Opportunity

Cannot be repeated (only can be done when
there’s opportunity




NRRRIAR

Requirement

Fundamentally

Must fulfil two golden

business/ETFs only

and be comfortable

to hold the shares over Tong-term if required

Be prepared to stay

until expiry date

Criteria:
Preferably Drop in Share Price
Implied Volatility >40



Execution Steps:

1. Select high company with
recent pullback.

2. Go to the contract less than days
but prefer monthly.

3. Aimto collect AT LEAST in

premium monthly.

4. When Put Option is sold, leave the
contract until expiry or purchase the
stock if exercised (Use for call options
later)

5. Repeat



Choose Contract

Contract expiry needs to be less than 365 days (I prefer

All Products % Forex Trader Futures Trader Active Trader & Pairs Trader 3 ) =
TSLA Ju 185.06 8'00% & Company Profile IS
v Underlying e
>

185.06 Q 0 2x8 1,205,153 0 0 0
v Option Chain ter: Off Single Mark, Impl Vol, Open Interest, Delta | v e
Strikes: ALL ™=
M. ,| Im... ,| O... ,| De..., - \ Exp Strike M... MmO e iDe
> 14 APR23 (4) 100 (Weeklys) 68.08% (+10.988)
> 21 APR 23 11) 100 79.04% (+20.71)
> 28 APR 23 18) 100 (Weeklys) 72.20% (+24.11)
> 5 MAY 23 (25) 100 (Weeklys) 69.77% (£27.455)

> 12 MAY23 (32) 100 (Weeklys) 67.92% (+30.265)



Sell Options

* Selling ATM Strike will give you a premium of $11.05 in 32 days
* ROI: 6.14% ($1,105/518,000).

, All Products % Forex Trader Futures Trader Active Trader & Pairs Trader I* , =
TSLA ) L/ 185.06 3 oo & Company Profile =
v Underlying (.
) N
185.06 Q 0 13x1 1,233,410 0 0 0
v Option Chain | Off | Single , Mark, Impl Vol, Open Interest, Delta v (.
Strikes: ALL '™ |
M imis ] 000 L Dell Exp Strike : M. i ] G ) Del
v 12 MAY 23 (32) 100 (Weeklys) 67.92% (+30.263)
18.550 77.9.. 4 .08 12 MAY 23 | 7§ 10.125 56.1... 49 -42
17.075 76.6... 55 .06 12 MAY 23 180 fatsmn 11.... | Z 11.175 55.1.1 343 -45
19.723] 75.0... 08 D3 12 MAY 23 1825 1 11.05 12.... M 12.300 54.2... 153 -48
14.450 74.7... 162 511|14.... | Z|14.... | B Bl AT 185 X 13.500 53.2.. 252 -.52
13.200 73.7... 88 48 . 12 MAY 23 187.5 14 . - - 14.775 52.2... 129 -.95



3 Terms & Conditions of an Options Contract

(that | want to buy/sell)

(that | want to buy/sell)

(week, month, year)




Example

(GOOGL)

($95)

(32 days)




Current GOOGL price $97.46

Options
* Own GOOGL shares in portfolio

e Wants to protect/ hedge GOOGL
shares (from drastic drop)

* Buy protection by paying premium to
options seller

* Buy options on GOOGL with S95 as
strike price

* |f GOOGL drop below $95, options
seller will buy GOOGL shares at $95
from options buyer.

Options
e Studied and love GOOGL shares
* Take “risk” off from option buyer

Get paid premium (cash flow) for
taking “risk” from option buyer

Willing to buy GOOGL shares at $95

If price stays above $95 at expiry.
Contract expire. Keep premium.

If price drop below $95 at expiry, buy
GOOGL shares at $S95 and still keep
the premium.



Example: GOOGL price @ $97.46.
But | (options seller) willing to @ $S95

* We 95 option @
GOOGL 10 46~ Ha! £1.67 : 2.50/Share

v Underlying

» * Sell 1 contract = $250 for 32

97.46 Q 97.33 97.37 2x4 9,701,441 8.2 08.6
v Option Chain Off | Single | Mark, Impl Vol, Open Interest, Delta , d ayS
Strikes: ALL #

M... \‘—.‘gl;m”"‘,:‘(C\)/\-/”ee;:w[j)em‘ Exp Strike iimar oz D;,ﬂgé%(is.o13) ° Repeat the process until

/.V

30 DEC 22 ,
0.1£0]| 3/7.0... = LD DU N D4DO N 3U VEL 44 - WALIVAW®Y4L. £.18U) 31.7... 3,004 e L 2
5.375 35.6... 447 .61 520 Q 555Q 30DEC22 95 246 Z 255 N 2 e 856 -.38 GOOG L $95

4.800 354.. 281 .57 455 Z 5.05 X 30DEC22 96 2 2.875 ... 434 -42
4.250 35.0... 426 .54 410 B 440 C 30DEC22 97 335 N 3.275 29.8.. 356 -47

* While waiting for the price to
, you earn $250
(2.63%)

e Actual buying price if drop
below $95 is $92.5 (95-2.50)




WHY SELL OPTIONS?
I G Sl

Big Uptrend

Small Uptrend

Big Downtrend

Small Downtrend

Sideway

Odds

Lose

Lose

Win

Lose

Lose

1/5

Win

Win

Lose

Win

Win

4/5



So good deal???

GOOGL stock price now $97.46 Strike Price @ $237.5

GOOGL fly to $150 (above $95), contract expire worthless, you keep $250 ]
(premium)

GOOGL rise a little to S100 (above $95), contract expire worthless, you
keep $250 (premium)

GOOGL stays flat $97.46 (above $95), contract expire worthless, you keep
$250 (premium)

$250 (premium)

GOOGL drop a little S96 (above 95), contract expire worthless, you keep -

GOOGL drop a lot $91 (below $95), you lose $1.5 (92.5*-91) a share. The
bigger the drop you lose more. You still keep $250 (premium).
*Actual buying price (Strike price of 95 — 2.5 premium)



How Warren Buffett uses Options

Years ago, Buffett sold puts for Coca Cola back when it was $39. Buffett
loves Coca Cola stock, but he didn’t want to buy the shares at $39. Instead,
he wanted to buy them for $35/share.

Rather than create a limit order that went through whenever Coca Cola’s
price hit $35, Buffett decided to sell 50,000 Coca Cola puts with $35 strike

prices.

Since each option is for 100 shares, Buffett’s 50,000 Coca Cola puts were a

bid to buy 5 million Coca Cola shares at his desired $35 strike price.

These 50,000 put contracts provided a $1.50 premium for each share whick

resulted in an instant $7.5 million windfall.

You can immediately use the money you earn from premiums to invest in
other stocks or pay off expenses once the money settles. In the meantime,
you’ll get shares of your favorite stock at lower prices than what it’s

currently trading for.
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The Issue With Selling Call Options

* Holding businesses allows you to sell call options
regularly
* Therefore, the you hold the business, the more

you can sell call options

* The problem: Call options get exercised and you the stock

. Statistical evidence suggests that share prices have
a probability to appreciate more than in @ month.




Sell Call Strategy

Sell monthly call options on 100 shares at strike price 10% higher than current
stock price

Capital at risk = purchase value of 100 shares - premium

Pros:

Can collect call premiums monthly ( Provided strike price >
purchase price)

Cons: I%

premiums \
Possibility of your shares



Requirements

* Fundamentally businesses/ETFs only

* Only use when you are READY TO THE SHARES

* Criteria: "
- Own shares n " " "
- Stock Implied Volatility Preferably > 40

- Strike Price > Average purchase price




Execution Steps:

. Collect shares

. Sell Call Option at Strike Price > than

current share price

Leave until or

Repeat



/%

(L




‘ -
-

At Expiry Date

* |f contract worthless,
repeat the
* If contract , you'll

get




Combine Both to Make it a Wheel Strategy



Sell puts

+$ premium

\
\
\

/
' The Wheel

| Options Strategy

Stocks get 4——— Sell calls
If assigned

+$S premium
called away
+S profit



Module 7: Buying Options Properly




Buying vs. Selling Options

Selling Options




* Buying option — Buying a

* How To Make Money By Buying Options?

Buy Put = SSS when share price goes
Buy Call = SSS when share price goes




Terminologies To
Pay Attention To:

* Open

The number of option contracts that
are currently active

. & Extrinsic Value

Implied Volatility
- The degree of stock volatility



Open Interest (Ol)

* The number of option contracts which are

* The the open interests, the easier it is to get a

v 19DEC25 (98

rf

68.750
65.000
62.000
58.500
56.500
54.000

4)

N

K

B onk
28.0...

27.0...

1,249
1,235
1,188

26.9...
26.8...
26.6...

- 4

.56
.54

2

. od d

D2
S1
49

Strikes:
Exp

L A e S A&

19 DEC 25
19 DEC 25
19 DEC 25
19 DEC 25
19 DEC 25
19 DEC 25

ALL

w

Strike



v Watchlist

Implied Volatility

* |deal situation to buy options:

- Low implied volatility ( )

- If generally above 30% then at
the lower end of the implied volatility
range

30.70%
39.14%
31.15%
45.03%
46.63%
51.61%
67.63%
20.15%
28.37%
24.55%
23.98%
31.57%
46.30%

N

ne &

47,716,882
27,067,355
23,102,994
37,261,185
39,547,855
16,106,074
142,154,640
63,681,042
1,540,174
45,134,736
3,419,199
10,841
12,068,679




Extrinsic & Intrinsic Value (EV & 1V)

Options Premium = Extrinsic Value + Intrinsic Value

e Extrinsic Value (Time Value)
- The value of the contract that deteriorates over time
- Value drops at accelerating rate nearer to expiry date

Slow time decay

days remaining until expiration



* Intrinsic Value ( True value of the contract)

- The profit gain when contract is exercised. Hence the true worth of
the contract.

* |deally, we want our option contracts to have:
- Long expiry date ( days) so that time decays slowly

* More intrinsic value than extrinsic value > Contract is safer



Summary ..

Ideal option contract to buy: —
* Low implied volatility (< %)
* High Op the better) g

Intrinsic extrinsic value on this later)

ngest
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The Leap Call Strategy

* Buy a call option with expiry date
* Capital at risk = Total premium
- Leveraged without leverage :

e Cons:

- Potential loss of premium paid
- Time is you




Requirements

n% . .
% Quality Businesses/ ETFs only
m Must only risk money that you can afford to (max 5%)
%29 Must be mentally for 100% loss of premium paid

. Low implied volatility:
- Below

- If stock implied volatility is generally high, then lower end of the
implied volatility range



Execution Steps

1. Select Call Option To

2 away the Call Option when:

- Underlying asset change trend
- Contract has months / days left to expiry

3. Repeat



How to Select Call Options to Buy

2 Areas to Focus:

e Expiry Date ( Contract Duration)
- Non-negotiable. Needs to be AT LEAST

* Open Interests

- Dictates whether you should prefer buying tla.i;'

/ /




ITM/ATM/OTM Characteristics

In The Money (ITM) call options:

Options have intrinsic value (which acts as the price floor)
Contract retains some value if share price stays flat at expiry
Profit as long as share price goes up

premiums payable per contract

At The Money (ATM) / Out of The Money (OTM) Call Options:
Options have 0 intrinsic value

Options have no price floor (All open for negotiation)

Contract will lose 100% if share price stays flat at expiry

Needs the share price to rally within 1.5 years to profit
premium payable per contract




When to Select ITM/ATM/OTM

* Select ITM Calls when:
- Open Interest are generally ( )

- Premiums payable <5% of portfolio

» Select ATM/OTM Calls when:
- Open Interest are generally ( )

- Have very strong conviction of a big upside within 1 year (above
breakeven share price)



Selecting Strike Price for ITM Call Options

Value > Value

* Focus on strike prices with high open interests (>100)

e Can execute with prudent portfolio sizing



Selecting Strike Price for ATM/OTM Call Options

* Focus on strike prices with open interests ( )

* Execute with prudent portfolio sizing



Example 1

ETF



Step 1 Check Implled Volatility

FXI N 6] ISHARESTRUSTCHINALG-CAPETF 38.89 [fi.. 238% mTOCElgible #* D, #hstyle, R Drawings, J studies, W Patterns
FXI1Y1D D:8/13/19 | 0:38.09 H:39.19 L:38.01 (C:3889 R:1.18 Z

| | | 1 | \ | | l | | |

1 | | | | \ | | Hi: 45.9 | | |

| | | | | | | | Fog o M | | |

| | | | | \ | Lt T | | l

| | | | | \ i 1"! Nl] M ! | | |

§.4Y 0 t "
| | | | | \ AR RS | | | 1
W /| | | | | I |y e o ! 1
i I ﬂl | h v

R Jpt | I l \ .o'..é. bl | ! e
'u 1t Iy | | uu' | | ﬁ,U L | | | ﬁl. et 'l

f N *'1“ | | ’ P‘ nl { P& l i ﬂy | | l ﬁ Wl 0 n l I "

‘ﬂ| L,n R P S s YWB “, | | iy | | | B | I

H - “hﬂ | u L T R | | | ey | L&l

| | }4!“0'% A M*' T | | | | | 1 '

| | | | \ | | | l | 1 | I
ol | || 'U = < u “. \ ol ol ol ol | | 'lu ,tﬂ =
S | 7| 2| | \ 3| A 5| 8| | 1

)| | ”|. .. ) = \ 3 A 3 ¢ | !

Volume | 30,949,608

‘

A
\

ImpVolatility | 0.2461




Step 2: Go For Longest Expiry Date

* Go to contract with expiry date.

* Minimum days.

Monitor Trade Analyze Scan MarketWatch Charts Tools Help Y OYSIDELELRE 44 () Aug 14004157, DM I b PP Reset,
i All Products =i |
v Underlying i
N Last X Net Chng Bid X Ask X Size Volume Open High Low

3889 N +.63 3889 Q 3890 Q 39x 228 30954909 38.09 39.19 38.01
¥ Trade Grid
v Option Chain  Filter: Off , Spread: Single , Layout: Delta, Open Interest, Extrinsic, Intrin... , y

» 16AUG19  (3) 100
» 20SEP19  (38) 100
» 180CT19  (66) 100
» 15NOV19 (94) 100
» 20DEC19 (129) 100
» 17)AN20  (157) 100
» 21FEB20  (192) 100
» 15)AN21  (521) 100

» Product Depth i




Step 3: Check Open Interest

v [ ISHARESTRUSTCHINALG-CAPETF 38,90 [’f, 535 HTB EXTOEligible
v Underlying
LastX Net Chng Bid X Ask X Size

* Options for this stock generally has high

v Option Chain  Filter: Off, Spread:Single , Layout: Delta, Open Interest, Extrinsic, Intrin... ,

: CALLS Strikes: | ALL =

Open Inte reSt Delta J Open.l.. , Extrinsic, Intrinsic, LastX, Bid X Ask X Exp Strike
v 15)AN21  (521] 100

76 13 125 6.40 o 7s5%x 775X ‘S]A.N 05
74 31 135 5.90 0 710X 7.40 X 15 JAN 2 3
° Th f h t b th 73 2 150 5.40 0 680 X 7.0 X 15JAN 2 335
ererore, you Can choose to buy either e A s .
. 69 3 175 440 0 605E 625X SJAN 2 345
ITM ATM OTM C ” O t 67 235 1.975 390 545N 575X o 5JAN 2 35
/ / d p 1oNns 63 o| 212 3.40 0 540 X 565 X 15 JAN 21 355
63 131 230 200 485C 510X 530X 15JAN 2 36
61 0 250 240 0 480 X 500 X 15JAN 2 365
59 6 | 2675 1.90 0 450 X  465H 15JAN 2 37
. . . 57 1 2925 140 0 420X 445X 15JAN 2 375
* Assuming $10k Capital. Choose ITM if o | am o ame amx aom s x
53 1 3375 40 0 370X 385 H 5 JAN 2 385
. . (y f t I 51 207 3525 0 0 345X 360 H SJAN 2 3g
premlumS pa|d <5 00 Capl d 49 20 | 3275 0 0 320E  335M 5 JAN 2 395
47 3,611 305 0 316E 300X 310 | SJAN 2 4
43 12| 2875 0 0 283M 292 H 15JAN 2 405
43 g2 | 2675 0 245X 262X 273C 15JAN 2 4
. 41 60 248 0 245Q 242X 254C 15JAN 2 415
° Ch ATM/OTM ON LY fy 39 2,080 2305 0 0 223 238 X 15JAN 2 4
oose I Ou are 37 203 213 0 0 207X 219 H 5JAN 2 425
. . . . 39 530 196 0 265C 91X 201N SJAN 2 43
confident of a large upside within 1.5 years | s 0 o umx imx  man
31 208 1.675 0 0 63X 172X 15JAN 2 44
29 0 55 0 0 51 H 50 X 15JAN 2 445



Step 4a: Buying ITM Calls

I ~ @] ISHARESTRUSTCHINALGCAPETF  38.90 :f%, 235 1B EXTOEigible

v Underlying

° . . . Last X Net Chng Bid X Ask X Size
* Intrinsic Value > Extrinsic Value ’
v Option Chain  Filter: Off, Spread: Single , Layout: Delta, Open Interest, Extrinsic, Intrin... ,
CALLS Strikes: | ALL =
Delta, Open.l.. , Extrinsic, Intrinsic, LastX , Bid X Ask X Exp Strike
v 15JAN21  (521) 100
- e T e s e e — -
o o 76 13 125 6.40 0 7.55 X 7.75 X 15 JAN 21 325

[ ] Exceptlona”y ngh Open Interests 74 31 1.35 5.90 0 710X 740 X 15JAN 21 33
73 2 1.50 5.40 0 6.80 X 7.00 X 15 JAN 21 335
71 40 1.625 490 0 6.40 X 6.65 M 15 JAN 21 34
69 3 1.75 4.40 0 6.05 E 6.25 X 15JAN 21 345
6f 235 1.975 390 545N 5.75 X 6.00 X 15JAN 21 35
65 0 2125 3.40 0 5.40 X 5.65 X 15 JAN 21 355
6P 131 230 290 485C 5.10 X 5.30 X 15JAN 21 36|

° (y f tf | . 61 0 2.50 2.40 0 4.80 X 5.00 X 15JAN 21 36.5

< (0] O p O r O | O 59 66 2675 1.90 0 450 X 465 H 15 JAN 21 37
- 57 1 2.925 1.40 0 420 X 445 X 15JAN 21 375

55 124 3125 90 403 E 395 X 410 M 15JAN 21 38
53 1 3375 40 0 3.70 X 385 H 15JAN 21 385
51 297 3525 0 0 345 X 3.60 H 15 JAN 21 39
49 200 3275 0 0 320 E 335M 15JAN 21 395
47 3,611 3.05 0 316E 3.00 X 3.10 | 15JAN 21
45 12 2.875 0 0 283M 292 H 15 JAN 21 405
43 8,882 2675 0 245X 262 X 273/ C 15JAN 21 4
4 69 248 0 245Q 242 X 254 C 15JAN 21 415
39 2,080 2305 0 0 223 X 238 X 15JAN 21 42
37 293 213 0 0 2.07 X 219 H 15 JAN 21 425
35 530 1.96 0 265C 1.91 X 201 M 15JAN 21 43
33 14 1.825 0 0 1.77/ X 1.88 X 15JAN 21 435
31 298 1.675 0 0 1.63 X 1.72 X 15 JAN 21 44
29 0 1.55 0 0 151 H 1.59 X 15JAN 21 445



Step 4b: Buying ATM/OTM Calls

* Focus on contracts with exceptionally high open interests

FXI v @] ISHARESTRUSTCHINALG-CAPETF 38.90 4. E¥% u1B ExTOElgible

v Underlying
* Calculate breakeven share price. ’ sas0lp

v Option Chain  Filter: Off, Spread: Single , Layout: Delta, Open Interest, Extrinsic, Intrin... ,

Strike 40 breakeven: 43.16 strikes: (AL I

Delta, Open.l.. , Extrinsic, Intrinsic, LastX , Bid X Ask X Exp Strike
. . v 15JAN21  (521) 100
Strike 41 breakeven: 43.45 e e s, e
76 13 125 6.40 0 755X 775X 15JAN 2 325
. 74 31 135 5.90 0 710X 7.40 X 15JAN 21 3
Stﬂke 42 brea keven: 44_38 73 2 1.50 5.40 0 680 X  7.00 X 15 JAN 21 335
7 0 1625 490 0 640X  665M 15JAN 21
69 3 175 440 0 605 E 625X 15JAN 21 345
67 235 1975 300 545N 575X 600X 15JAN 21 35
65 0 2125 3.40 0 540 X 565X 15JAN 21 355
_ 63 131 230 290 485C 510X 530X 15JAN 21 36
Choose breakeven strike price which you SRS R R (T
. . . 59 66 2675 190 0 450 X 465 H 15JAN 21
are confident share price can hit and go beyond 7 M 2@ e 0 40X asX  1saNn
55 124 3125 9 403E 395X  410M 15JAN 21 38
) . 53 1 3375 40 0 370X  385H 15JAN 21 385
(StOCk S Valuatlon) 51 207 3525 0 0 345X 360 H 15JAN 21 38
49 200 3275 0 0 320 E  335M 15JAN 21 395
G 305 0 316E 300X 3101 15JAN 21 a0)
a5 2 2875 0 0 283M 200 H TSJAN 21 2035
4{ 888 2,675 0 245X 262X 273 C 15 JAN 21 a1)
° S(y f f | 4 69 248 0 245Q 242X __ 254 C 15 JAN 21 415
< 0O port ollo 3 2080 2.305 0 0 223X 238 X 15 JAN 21 42
37 293 213 0 0 207X 219H 15JAN 21 425
35 530 1.96 0 265C 91X  201M 15JAN 21 43
33 14 1825 0 0 77X 188 X 15JAN 21 435
31 208 1675 0 0 63X 172X 15JAN 21 44
29 0 155 0 0 151H 159X 15JAN 21 445



v Equities

Symbol

v Options

Symbol

How to Profit? — When share price goes up

$556.86

SHA
1arA

ARES TRUST CHINA LG-CAP ETF

OVERALL TOTALS

$2.762.50

de Exp = Strik e Typ
5C36 JAN 2 36 CALL
5C40 AN 2 0 CAl
15C41 AN 2 1 CAl

* Stock ROI 11.99%

e Stri
e Stri
e Stri

ke 36 (ITM Call Option) ROI: 71.05%
ke 40 (OTM Call Option) ROI: 86.38%

ke 41 (OTM Call Option) ROI: 88.02%



Example 2

ETF



Step 1: Check Implied Volatility

EWH B8 SHARESINCMSCI HONGKGETF | 22.31 12, L ¥ 0, $isyle, W prawings, A studies, 7Z patterns,
EWH1Y1D |D:10/9/19 0:223 H:2235|1:2229|C:22.31 |R:0.06 =z
| | | [ | | | | | | | | 28
| S . | | | | Hi: 27.17 | I | | |
1 ) [ | | | A | | | | 1 -
| | | | | | dgd, | | i, ) | |
| | | | i, g .8 ] T e | 1
| | | | L IR ¥ I f ol S W | | 5
| | | - 0 v | *'n" g g )| L5 | | .
| | | | 0! ) | | | | ol | | ‘ | |
| | | R | | | | | . vl )
| | 1 | ; KLl | | | | | | g e W e | &
4 4 | .
| T | | | | | B oL
N e | | | | | | g g
ke Bt W ! | ! | ! | | 3 1. gxp
| '|U|lI o [ | | | | | | | | | R
=y, o ) ol ol ol ol ol ol ol ol ol
| 2 A 3| | &l 3 3 &l 2l 2l gl ;
3 Lo:211 T a < < = i,‘ < > N
| s | =} = N ] o 9 9| = o Gl
| | I I | | 1 I 1 | | 1

Volume | 1,194,372

ImpVolatility |0.2823




Step 2: Go For Longest Expiry Date

* Go to contract with expiry date.
. 500 days.
EWH =
v Underlying
y Last X Net Chng Bid X Ask X Size Volume Open High Low
231 X +01 2N P 2232 P 240 x 421 1195072 2230 2235 2229
> Trade Grid
v Option Chain  Filter: Off, Spread:Single , Layout: Delta, Open Interest, Extrinsic, Intrin... vy

» 180CT19 (9) 100
» 15NOV19 (37) 100
» 20DEC19 (72) 100
» 20MAR20 (163) 100
» 18DEC20 (436) 100
» 15JAN21  (464) 100

» 21JAN22 (835) 100
> e




Step 3: Check Open Interest

& ~lioroducts %Y ForexTrader Y FuturesTrader 4 ActiveTrader @ Pairs Trader

EWH v @ ISHARESINCMSCIHONGKGETF 2231 [l =227 HTB
v Underlying
Last X Net Chng Bid X Ask X Size
0 31P 258 x 419

* EWH generally has low open interest

v Option Chain  Filter: Off  Spread: Single , Layout: Delta, Open Interest, Extrinsic, Intrin...

CALLS Strikes: | ALL B

Delta § Open.l.. , Bktrinsic , Intrinsic, LastX , Bid X Ask X Exp Strike

> 18 DEC 20 (434 100

> 15JAN 21 (464 100

L] L ]

 More favourable to invest in ITM Call
9( 0 09 1031 0 B10W 1270 W 21 JAN 22 12
9( 0 09 9.31 0 DO 11.8 21 JAN 22 13
9(¢ 0 09 8.31 0 6.20 21JAN 22 14
O t' 89 0 29 7.31 0 590 T 21JAN 22 15
p Ions 23 0 34 6.31 0 470 T 21JAN 22 16
83 0 29 5.31 0 430 T 21 JAN 22 17
1.0 0 ! 43 0 3.40 X 21JAN 22 18
73 0 64 33 0 270 T 21 JAN 22 19
64 10 79 231 0 230 T 21 JAN 22 2
59 0 815 1.31 0 5 X 21JAN 22 21
5 81 1.915 3 0 190 P 21 JAN 22 22
° A d ATM/OTM : o] 2 1.50 0o 0 60 T 21JAN 22 PE!
VO call options. Harder to =
2 925 0 0 5T 21JAN 22 25
2 0 85 0 0 0 21 JAN 22 26

: . 39 925 0 0 05 T 3.80 X 21JAN 22
negotiate for favourable premium to pay % IR BT S
3 2 2.00 0 0 0B 4 21 JAN 22 29
33 0 %0 0 0 0B 21 JAN 22 30
9 725 0 0 05 P 1.40 X 21 JAN 22 31
2 0 75 0 0 oP S 21 JAN 22 32
2 0 80 0 0 0B 3.60 X 21 JAN 22 33
3 245 0 0 oP 490 X 21 JAN 22 34
33 0 245 0 0 opP 490 M 21 JAN 22 35
1 0 40 0 0 0Q 80 H 21 JAN 22 36
e



Step 4: Buying ITM Calls

& ~loroducts %Y ForexTrader %Y FuturesTrader € ActiveTrader @ Pairs Trader

* Intrinsic Value > Extrinsic Value

* Exceptionally High Open Interests

* < % of portfolio

EWH v [ ISHARESINCMSCIHONGKGETF 22,31 [ 1. %223 HiB
v Underlying
> Last X Net Chng Bid X

2231 X +.01 231 P

v Option Chain  Filter: Off

4

Ask X

Spread: Single , Layout: Delta, Open Interest, Extrinsic, Intrin... ,

CALLS

Strikes

Size

258x 419

L

Delta, Open.l.. , Extrinsic, Intrinsic LastX , Bid X Ask X Exp Strike
> 18DEC20 (436) 100
> 15JAN 21 (464) 100
v 21JAN22 (835) 100

90 0 09 10.31 0 8.10W 21JAN 22 12

90 0 09 9.31 0 T 80 T 21JAN 22 13

90 0 09 831 0 620 T 060 T 21JAN 22 14

85 0 29 7.31 0 590 T 930 C 21JAN 22 15

83 0 34 6.31 0 470 T 860 T 21JAN 22 6

83 0 29 5.31 0 430 T 690 T 21 JAN 22 17

1.00 0 -1 431 0 3.40 X 21 JAN 22 18

— L Ll 331 0 220 T 21 JAN 22 10

[ 66 10 79 231 0 230 T 21 JAN 22 20

=) v oTJ o7 J <) ST NN 22 4

50 81 1915 31 0 190 P 255 H 21 JAN 22 22

42 20 1.50 0 0 60 T 240 T 21JAN 22 23

35 1 225 0 0 25 X 220 X 21JAN 22 24

29 925 0 0 157 70 X 21 JAN 22 25

26 0 85 0 0 10T 60 X 21JAN 22 26

35 1 1.925 0 0 05T D X 21 JAN 22 27

34 0 1.95 0 0 oB 21JAN 22 28

33 2 2.00 0 0 0B 40 21JAN 22 29

32 0 1.90 0 0 o8B 8 21JAN 22 30

18 1 725 0 0 05 P 21 JAN 22 1

29 0 1.75 0 0 oP 21JAN 22 32

29 0 1.80 0 0 oB 21 JAN 22 33

33 1 245 0 0 oP 21JAN 22 34

33 0 245 0 0 oP 21 JAN 22 35

1 0 40 0 0 0Q 80 H 21JAN 22 36



IMPORTANT

Non-Negotiable Items for Call Options:

* Time:
- You want as much time as possible
- MINIMUM days

* Portfolio Sizing:
- Be aware of your
- DO NOT EXCEED of portfolio




Do we set Stop Loss?



How To Make Millions
with Options Even Though
Your Capital is 4 or 5 Figures?




Bull and bear facts’ Bull market Bear market
A prolonged market period in A prolonged market period in
Average gain in bull market: +153.71% which an investment has prices which an investment has prices
Average lenath of bull market: 55.1 months that rise f’_astgr ﬁha';‘;rhecmsto"igﬂ tc?\at f::: Tw;cggv .
. g average. Typically characterize aracterized by a stoc
:::"” ::“:: ::'ﬁ":':‘:‘m - 733‘;’: by a stock market rise of at least market that has fallen at least
e e : ; 20% from its previous low.? 20% from its previous high.?

The historical performance of the S&P 500 Index during the US bull and bear markets
The bold numbers calculate the duration of months for the market either being bull or bear and the percentages cover the total return for the time period.’

10/57  12/60 12/65 12/70 1275 12/80 12/85 12/90 12/95 12/00 12/05 12/10 12/15 1/18
Returns (%6)
600
500 497 257 738 147.7 3.4 ‘15
86.35% 48.05% 1 125.63% -582.15% -21.40% :24.22%
400 ‘43.4 1315 160.4 - 625 . 1106.6
79.78% i7353% 1228.81% - 96.21% - 324.65%

-100

27.11% 319 - 27.62%

% 207 ‘33 179 134
22.18% $-48.20% -33.51% -36.77% 51.93%

2797% :-36.06%
‘7.9



Module 8: Portfolio Strategy




The Options
Investing
Framework

* The A-I-M Analysis System

®
= *
4
»®
-
»
»
s

- PORTFOLIO |3

 Portfolio Strategy

L




PORTFOLI
STRAT



Portfolio Risks

* The Risk for any investment is the potential loss of
capital

* To control risk, we control/limit the potential loss
of capital

v Strategy = strike price x 100 shares — premiums
v Strategy = cost of 100 shares — premiums

v Strategy = premiums paid




Portfolio
Allocation

* |deal allocation for each stock: %
 Maximum allocation for each stock: %

* Maximum capital allowed for Leap Call: %

* This__ % can be divided among many different

Leap Call positions




PORTFOLIO TRANSITION



2 Types of
Portfolio

. Portfolio

¢ Strong growing Companies
s Leap Calls
¢ Ultimate Bull

+* Make It Rain

. Portfolio

+»*Dividend Companies
+»*Selling Put/Call Options
+* Gatling Gun




Portfolio Changes According To Preference




*The journey that you’re taking is not all about
money. It's about the freedom that comes with
it.

*|t’s the freedom to not have to work for money.

*|t’s the freedom to have your money work for
yOul.



Don’t Wish For It, Work For It.
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