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RISK DISCLOSURE STATEMENT / DISCLAIMER AGREEMENT 

 

 
Trading any financial market involves risk. This report and all and any of its contents are neither a solicitation nor an 
offer to Buy/Sell any financial market. 

 

The contents of this material are for general information and educational purposes only [contents shall also mean the 
website http://www.secretoftrading.com or any website (“the sites”) the content is hosted on, and any email 
correspondence or newsletters or postings related to such website]. Every effort has been made to accurately 
represent this product and its potential. There is no guarantee that you will earn any money using the techniques, 
ideas and software in these materials. Examples in these materials are not to be interpreted as a promise or guarantee 
of earnings. Earning potential is entirely dependent on the person using the product, ideas and techniques. We do not 
purport this to be a “get rich scheme.” 

 

Although every attempt has been made to assure accuracy, we do not give any express or implied warranty as to its 
accuracy. We do not accept any liability for error or omission. Examples are provided for illustrative purposes only 
and should not be construed as investment advice or strategy. 

 

No representation is being made that any account or trader will or is likely to achieve profits or losses similar to those 
discussed in this report or on http://www.secretoftrading.com or on the sites. Past performance is not indicative of 
future results. 

 

By purchasing any content, subscribing to our mailing list or using the website or contents of the website or materials 
provided herewith, you will be deemed to have accepted these terms and conditions in full as appear also on our site, 
as do our full earnings disclaimer and privacy policy and CFTC disclaimer and rule 4.41 to be read here with. So too, 
all the materials contained within this course, including this manual, whether they appear on our domain(s) or are in 
physical form, are protected by copyright. "Warning: The unauthorized reproduction or distribution of this copyrighted 
work is illegal. Criminal copyright infringement, including infringement without monetary gain, is investigated by the 
authorities and is punishable with imprisonment and a fine." We reserve all our rights in this regard. 

 

Alaziac Trading CC, in association with http://www.secretoftrading.com, the sites, content, and its representatives do 
not and cannot give investment advice or invite customers or readers to engage in investments through this course or 
any part of it. 

 

The information provided in this content is not intended for distribution to, or use by any person or entity in any 
jurisdiction or country where such distribution or use would be contrary to law or regulation or which would subject us 
to any registration requirement within such jurisdiction or country. 

 

Hypothetical performance results have many inherent limitations, some of which are mentioned below. No 
representation is being made that any account will or is likely to achieve profits or losses similar to those shown. In 
fact, there are frequently sharp differences between hypothetical performance results and actual results subsequently 
achieved by any particular trading program and method. 

 

One of the limitations of hypothetical performance results is that they are generally prepared with the benefit of 
hindsight. In addition, hypothetical trading does not involve financial risk and no hypothetical trading record can 
completely account for the impact of financial risk in actual trading. 

 

For example, the ability to withstand losses or to adhere to a particular trading program or system in spite of the 
trading losses are material points that can also adversely affect trading results. There are numerous other factors 
related to the market in general or to the implementation of any specific trading program, which cannot be fully 
accounted for in the preparation of hypothetical performance results. All of which can adversely affect actual trading 
results. 

 

We reserve the right to change the set terms and conditions without notice. You can check for updates to this 
disclaimer at anytime by visiting http://www.secretoftrading.com. 

 

Governing law: this policy and the use of this report / course / DVDs / eBook, provided in any form, and any content on 
the website are governed by the laws of the Republic of South Africa. Further details on this are found under the 
Terms and Conditions on our site. Please ensure you read and agree with all Terms and Conditions as set out on our 
site before using any of the materials. Your use and reliance on the materials is based on your acceptance of such 
Terms and Conditions and policies as appear on the site. 
 

http://www.forexprecog.com/
http://www.newscienceofforextrading.com/
http://www.tradeology.com/
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INTRODUCTION 

 

 

Hey there. This AJ Brown again. I hope you enjoyed my Black Box Money 

System.  

It is just one of many strategies I have been teaching traders over countless 

years. 

The next strategy I want to give you has made a lot of people a lot of 

money, and it could do the same for you. 

It explains my unique way of trading a straddle trade. 

Now, if you have never traded before or you are new to trading, don’t worry 

if you hear or see some things you don’t understand. Just watch the video 

on the page. 
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HPLR Cash Machine 

 

Before delving deeper into the strategy, let's review two basic components 

of trading: 

 

Components of Trading: 

 Pattern Recognition 

 Pattern Utilization 

 

First you have to recognize the pattern and then you have to figure out how 

to profit from it. 

Strive to be a “Pattern Recognition Specialist” first and foremost, then begin 

the long journey toward becoming a “Pattern Utilization Expert”. 

Options were designed to be used as hedges against risk. All the various 

permeations and combinations available when you invest with options, gives 

you the maximum flexibility to utilize any sort of pattern the markets may 

throw your way on any given day.  

With Options, you can profit when: 

 Symbol Prices Go Up 

 Symbol Prices Go Down 

 Symbol Price Goes Sideways 

 Volatility Changes 

 Time Passes 

The following image shows areas of support and resistance that can be 

utilized to either buy or sell when we expect a symbol to break out. 
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How to Use Options to Utilize a Pattern: 

First, match the right option strategy, and then pick the right options to 

populate said strategy, for whatever patterns you identify for the symbol 

you’re intending to trade. It’s that simple. 
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Call Option 

 Buyer has the right (but not the obligation) to buy an underlying 

instrument at a specified price within a specified time period. 

 Seller has the obligation to sell the underlying instrument at the 

specified price if the buyer exercises the call option within the 

specified time period. 

Options have an exercise date and exercise price. 

Below is an example of the intrinsic value (value at expiration) of a call 

option with an exercise price (strike price) of $50. 

The below Profit and Loss diagram has the underlying symbol price at the 

bottom along the X-axis. The option price is at the left along the Y-axis.  

The option price increases dollar-for-dollar with the underlying symbol price, 

when the underlying symbol price is greater than the exercise price. This is 

when the call option is in-the-money. 

If the underlying symbol price is less than the exercise price of the call 

option, it expires worthless (out-of-the-money). 

Exercise Date (expiration date) is the when the option expires. Monthly 

options expire on the third Friday of every month. 
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Put Option 

 Buyer has the right (but not the obligation) to sell an underlying 

instrument at a specified price within a specified time period. 

 Seller has the obligation to buy the underlying instrument at the 

specified price if the buyer exercises the put option within the specified 

time period. 

Below is an example of the intrinsic value (value at expiration) of a put 

option with an exercise price (strike price) of $50. 

The option price increases dollar-for-dollar as the underlying symbol price 

decreases, when the underlying symbol price is less than the exercise price. 

This is when the put option is in-the-money. 

If the underlying symbol price is greater than the exercise price of the put 

option, it expires worthless (out-of-the-money). 

Put options, as the example shows, allow you to profit when the market goes 

down.   
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Time Value of an Option 

The Time Value is also known more appropriately as the Premium or 

Extrinsic Value. 

This is the emotional component of an option. The Extrinsic Value is the 

real option price minus the Intrinsic Value. 

This emotional component is influenced by not only the underlying symbol 

price, but also the number of days till expiration (the exercise date) and the 

implied volatility of the option. 

Below is a Profit and Loss diagram showing the option price and intrinsic 

value (value at expiration) of a call option with a $50 exercise (strike) price. 

The area between those two lines is the extrinsic value. 
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Time Decay Strategies 

Time passing by is a very reliable and consistent phenomena. 

Utilizing option strategies that sell time value that expires worthless is a 

reliable and consistent way to profit with options. 

Below is a time decay chart that illustrates what happens to an option’s 

value as time passes by and it gets closer and closer to its expiration. 
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Options Hedge Against Risk 

 

Traders (especially market movers) purchase options as insurance against 

unexpected price moves of an underlying symbol.  

The higher the demand for options to hedge against a perceived risk, the 

higher the option price is driven (simple supply and demand principles). 

By factoring out known variables from an option price (underlying symbol 

price, option strike price, option type – call or put, time to expiration, etc.) 

we can solve for the options implied volatility (the expectation traders have 

for an underlying symbol price move.) 

The higher the implied volatility, the bigger those unexpected price moves 

may be.  

When the market is not moving, watch the VIX volatility index. It's an 

implied volatility measurement of the S&P 500. 

When the S&P 500 index (an index calculated from the 500 best stocks out 

there) is in a tight range contraction pattern (price isn’t moving very much), 

the VIX may move quite significantly.  That’s a measurement of investors 

buying options as hedges, in expectation of a big move of the underlying 

index – in this case the S&P 500. 

So, is insurance expensive? I can be very expensive, if it’s needed. 

Simply put, we can look at the price of options. If all of a sudden, investors 

are buying a lot and the price is going up, they are expecting something to 

happen. 
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Option Price is a Function of Supply and Demand 

When there’s a demand for options, their prices will appreciate. 

When investors (especially market movers) fear unexpected price moves of 

an underlying symbol, they purchase options, driving the price up. 

The converse is true, too. 

Here’s an example of how the price rises when fear is introduced: 

 

  



Trading Trainer HPLR Cash Machine 

 

www.secretoftrading.com 12 

 

Volatility 

Volatility denotes how much an underlying asset can move at any point in 

time. 

There are periods of low, normal and high volatility: 

 

 

Measuring Volatility 

 Historical Volatility: Looking back at actual price movement in 

previous periods, to get an idea what price movement to expect in the 

future. 

 Implied Volatility: Looking forward at the amount investors are 

buying or selling options, to get an idea what price movement to 

expect in the future. (Specifically, solving backwards from an option 

price given known variables like underlying symbo price, option strike 

price, option type – call or put, time to expiration, etc.)  
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We can utilize volatility charts that you can get for free: 

 

 

 

Strategies Optimized For Volatility Changes: 

 Right Pricing - Implied Volatility tends to track historical volatility. 

 Mean Reversion - Implied Volatility tends to revert back to a mean. 

 Implied Volatility precedes upcoming events. 

 

Utilizing option strategies that profit from predictable changes in volatility 

can be highly lucrative. 
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Straddle Option Trading Strategy 

Verify the following three components: 

1. Find Implied Volatility that is at or less than historical volatility 

2. Find Implied Volatility at or less than the mean 

3. Find a scheduled event in the future (earnings, product release, drug 

testing results, etc.) and / or a clear consolidation pattern in the 

underlying symbol price and volume chart. 

When all three events are present, a straddle trade is optimal. 

We want to trigger the purchase of our straddle, when the underlying 

symbol price is at the bottom of the straddles “smile curve”. 

Far out-in-time options (option that have a long time before expiration) are 

inherently optimized to respond to changes in implied volatility. As well, far 

out-in-time options, are effected less by time passing by, as it naturally 

does. A rule of thumb is to explore straddles that expire in 4 to 8 months. 
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Example 

In this trade I took, I’ve used the consolidation on Domino’s Pizza and its 

scheduled earnings release date: 

 

 

Diving a bit deeper, I checked the Volatility Chart, where the Implied 

Volatility line showed consistent rushes and crushes of volatility, building up 

to each earnings session. 

Implied Volatility has a very important influence on option prices. 
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Timing of the trade was fairly straight-forward. I bought-to-open Domino’s 

Pizza (ticker DPC) Dec $10 straddles, at $16.40.  I bought them when the 

underlying symbol (Domino’s Pizza, ticker DPC) was at $10. 

I sold-to-close at $17.50 and gained an easy 6.7% return on the invested 

capital. At that point in time I sold only ¾ of my position. 

I immediately legged out of the calls on the remaining ¼ position leaving me 

positioned well for a downward price movement of the underlying symbol. 

The price pattern leading up to my position adjustment is common. My 

confidence that this particular pattern would indeed result in a downward 

price movement of the underlying symbol, was a four out of a scale from 

zero to 10, where zero is absolutely no confidence and 10 is full confidence.  

With a confidence of 4, liquidating ¾ of the position and adjusting ¼ makes 

sense. 

As price collapsed I legged out of the final puts, and closed the remaining 

straddles at $19.90. For that ¼ of the position we had a return on our 

invested capital of 21.3%. 

In total, we walked away with 10.4% return on our invested capital. Even 

liquidating the whole straddle trade at once would have resulted in a 6.7% 

return; still remarkable. 
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SUMMARY 

 

Hopefully you’ll enjoy this strategy and use it profitably. 

It doesn’t take a lot of time to research everything needed in order to find 

good entries. 

It isn’t complicated and is very consistent. It has been used successfully by 

me and many of my students.  

I wish you all the best. 

 

 

 

 

 

 

 

 

Sincerely, 

A.J. Brown 


