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Good Wednesday to you, folks. Today is May the 15th, 2019 and we have a new trading idea for you 
today. A couple of things that we do want to go over with you today on our Wednesday trading session. 
I want to review our current positions. We have had a couple of really nice profitable trades either 
expire or we took profit on over the last few days. We want to go back through and review those. I've 
updated our spreadsheet to track I think a little bit more in a simplistic manner our trades that we are 
adjusting and rolling, and then we want to talk a little bit about the differences maybe between trading 
longer term trades versus shorter term trades.

Then finally, today I'm going to introduce a new trading idea. It's not necessarily a new trading idea. 
We're going to talk about the difference between European style options and American style options. 
There's actually about a dozen or so different types of options. 95% of all options that you're going to 
see out there are American style options. We're going to show you trading idea today that focuses on 
the use of European options. There are some pros and cons both ways. There is a reason that most 
options are American style options. They are preferred method for trading options, but there are some 
advantages to European options. We'll show you some of those examples today.

Without further ado, let's go ahead and jump into our trading account and let's go through some of our 
expirations that we've had, some of our profit taking that we have done, look at the spreadsheet, and 
then review our current positions as well. Okay. As you know, we did have a couple of positions that we 
have exited here recently. If I can grab... Here we go. Here's our spreadsheet. I wanted to show you a 
couple things here that I've done at least on my spreadsheet to track what we're doing here. Number 
one, we did have our Bank of America position right here. We did have our Bank of America position 
expire last Friday. That was, whoops, right here. Here we go. Expire last Friday.

That was a nice trading position. You'll see here on our positions that we are rolling. On my main 
spreadsheet here, I just put C roll and then I've added another tab over here that I think is a little bit 
easier and more concise to look at as I'm tracking the results of our rolls. As you know, it can be difficult 
to keep track of all the ins and outs of when we're doing a trade like that. Here's our ADSK roll. Here's 
our Bank of America. Here's our XLRE. We haven't actually done a roll in XLRE yet. We've actually just 
been adding to the original trade, but that's coming up for our expiration this Friday and we may need 
to do something with that trade right now, but this tracks all of the in and outs.

We did close out the ADSK trade this week. In my case, it resulted in an $898 profit on about a $3000 
investment. Nice 173% annualized rate or return on that. The Bank of America trade is still working. If 
we look in here at Bank of America, right now the only positions that we have are these... This iron 
condor that is still left. We had that position expire on us. Very profitable on that position, but we've got 
the put leg here at 28.50 on Bank of America. Bank of America just keeps playing with that level right 
there, so I do still feel good about this Bank of America position. I need personally about $500 of 
additional profit here on this Bank of America trade.

If you look at my numbers, obviously your numbers are going to be different depending on how many 
contracts you've done along the way here in Bank of America, but we had two rolls in the Bank of 
America trade that required a debit. We had to actually pay money to do those rolls. If you add up the 
cost of those rolls plus the income from my current trades, you'll see I need about four or $500 of 
additional profit coming in on my Bank of America position to get me into the profit zone on that.
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Just an FYI for you on that. You're probably going to see some more adjustments coming down the pike 
or not necessarily adjustments, but additions to the Bank of America position to continue to increase 
the profit potential on that, so that I can get that trade into the profit zone right there. We did have also 
our ADSK trade as we mentioned. We had the Twitter trade. We gave you the alert on Twitter as well, 
here's Twitter down here, to go ahead and sell out your call leg on the Twitter position. The put position 
really doesn't need any attention at all. It's going to go ahead and expire this Friday worthless, and 
you're going to keep all of that money.

Assuming, that's the assumption of course, is that this Friday the put leg expires worthless and you've 
already gone ahead and closed out that call leg, our Twitter trade should result in about a 381% 
annualized rate of return profit as well. We've had some really, really successful trades over the last few 
days. Hope to continue those going forward. If we look at our current positions as they sit right now, our 
AMD trade is now... It's one of our newer trades. It's still got a ways. It's got 37 days left to go until 
expiration in that trade. It's doing quite well. It's almost perfectly positioned here. We've got the 21 puts 
on the downside, the 34 calls on the upside.

We're at 27. It's pretty close. We are breaking now finally into the profit zone on AMD. UNH, this was 
one that I was worried about that was I think abnormally strong in a market that was going down. It was 
really showing some strength, but it's starting to weaken again over the last two or three trading 
sessions. That's come into line nicely as well on the UNH trade. We got the 205s on the downside and 
the 250s on the upside. We're not quite equidistant in those. If we look at UNH, we can go take a look at 
it here, we're not quite equidistant, but we're pretty close. We're pretty close in that. It looks like it is in 
sort of a consolidation mode and more of a down trending area now.

That looks good from that standpoint. Amazon is getting close. Amazon is getting close to that bottom 
leg, that 18.10 put leg. We're going to keep our eye on that and watch that. As you remember, if you 
remember on the Amazon trade, we go back and look at the numbers on my Amazon trade. I just did 
one contract because it was a very expensive stock obviously, but I only put up $716 and brought in 
almost $300. This was another lower probability trade with an extremely high profit potential. I would 
be really happy on this Amazon trade if I could pull out even $100. If I could get out early on this trade 
with $100 profit on a $700 investment, that would be an amazing rate of return.

We are sort of starting to move towards the profit zone on Amazon, but we got to be leery of that put 
leg on the bottom. We're going to continue to watch that. Amazon is the market. When the markets 
goes up and the market goes down, that's Amazon. Amazon leads the market. Really we're down again 
today here on the S&P 500. DOW is down about 150 points as I am viewing this right now. As long as the 
market can stabilize, Amazon will stabilize. If the market goes up, Amazon will go up. It moves with the 
marketplace. But if we can break that to the profit zone, we might want to look at an early exit there. 
We did do a longer term trade on that, but we do have still 23 days left in the Amazon.

AMD, UNH, Amazon, they're all working towards the direction that we want them to go. Bank of 
America, we do still have about a week and a half of trading in the Bank of America current position. 
Again, we're toying with that 28.50 put leg. There is some strength in Bank of America generally 
speaking. We have another down day here in the marketplace. I still feel pretty good about the Bank of 
America. As I said, I need to extract about another $500 of profit out of the Bank of America position. If 
you're following my trades as well, you're going to be in the same situation where you're going to need 
to extract some more profit out of this.
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We do have a lot of extra dry powder now with a couple of expirations that we have had and a couple of 
trades that we have closed out here profitably. You should be anticipating that we're going to see some 
more additions to the Bank of America position as we try to increase our profit area there. The last trade 
to look at here is our XLRE trade. This is the trade that's giving us the problems. Every other trade has 
really come into its own and is doing well. XLRE is just not cooperating. You can see, we need to really be 
down here. We really need to be around the 35.50. We're in the profit zone at 35.50. We were just 
there.

We were just there five days ago, but this has had some... In the face of a market that has really been 
tanking for the last three or four days, XLRE has shown some amazing strength. We're back up here to 
the high of our range. This is kind of our high of our range here. We really need to be at the low of our 
range here as we're going into expiration. We're going to need to look at this. We're going to need to 
look at XLRE on Thursday or Friday of this week and go through the steps that we go through when we 
look at adjusting a trade. Number one question on XLRE we look at in our analysis. We see where our 
profit zone is. We see that we're just up outside of that.

Could our profit zone be moved? Could we push our profit zone up here? In other words, number one, 
can the trade be fixed? Yes, this trade can be fixed. This trade is a fixable trade. Number two though, 
does the premise of this trade still make sense? Guys, I don't know if it does. I don't know if our original 
premise of where we thought this was going to be down here at 35 if it actually still make sense. It is 
sort of remarkable to me that in the downturn that we've had in the marketplace, we see this kind of 
strength in XLRE. I don't know if the premise of the trade still make sense. Then the last question, of 
course, that we ask is is it economically feasible to fix this trade?

If I look at where I'm at right now on the XLRE, I've got $5600 of capital tied up in this position already. 
Can it be fixed? Yes, it can be fixed. Does it make economic sense? Do we really want to throw another 
three or $4000 at this trade to move it into the profit zone, or do we want to look at just taking our 
lumps, taking some losses on this and moving on? If you look at the trade right now, I do still have about 
$250-$300 of extrinsic value in this position. We've been sitting on... It's about $1000 or $1200 loss. 
We've been sitting on that same open loss forever on this position. It really hasn't changed dramatically 
at all. We'll watch that.

It's probably going to be on Friday, maybe late Thursday, before we make a decision here on what we do 
with XLRE. But other than that one position, everything else is doing really, really well for us so far. Let's 
go ahead and look at our next trading idea for this week. Again, just an FYI, look for some more 
additions to the Bank of America trade coming down the road here, that might be tomorrow on 
Thursday, where we add to this trade. Then also on Thursday or possibly even Friday, we'll make a 
decision here on how we best handle the XLRE position. Without further ado, guys, let's go ahead and 
jump into our new trading idea for this week.

Before we get into our trading example for today, we need to talk a little bit about the difference 
between two different types of options. Now as I said, there's over a dozen different kinds and styles of 
options that trade out. There are what are called the exotics, which have all different kinds of 
combinations with inside of them and different terms and definitions. The main type of option, 95% of 
all options that you're going to see traded out there are called American, American style options. The 
other type that you've probably not heard of and are less used, but are available in a shorter quantity 
are the European. American style and European style options.
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There are some very dramatic differences between these two options. One of the things that you 
understand with American style options is that this comprises about 95% of all options out there. All 
stocks that are traded on the stock exchanges are traded under American style options. ETFs. Most ETFs 
are American style options. A couple of key things with American style options. They can be, as you 
know, they can be exercised anytime. That's one of the concerns that some of you have had with trading 
options is hey, wait a minute, we're trading a 30-day option and this person could exercise this at 
anytime. That is correct. They can exercise at anytime. Now, it has to still make sense.

If we are in the profit zone, that would imply that, of course, they are in the loss zone. It wouldn't make 
sense for them to exercise that, but they do have the ability to exercise at anytime. On European 
options, they can be exercised... They can be exercised only at expiration. Only at expiration. There's 
only one day in the life of a European option that it can be exercised. In addition, a couple other 
differences, American style options, they're settled... There is a settle on the American style options in 
stock. If we sell a call, of course, we are assigned a short position in the stock. If we sell a put, we are 
assigned a amount of shares. We buy shares, but we are settling our trade in stock.

European options are not settled in stock. You are never assigned in a European option. These have 
what are called a cash settle. These settle in cash. If you sell a $40 call and you're in the money by $5, 
they're just going to take that $5 out of your account. They're just going to settle the difference in cash. 
Now, this on the forefront kind of sounds more enticing than the American style options. There are 
some problems with the European options. Because they are traded a lot, because they're more thinly 
traded, they have wider spread sometimes, they have less liquidity, and you're not going to get the best 
pricing on them. However, I do want to show you an example today of a European style option.

Now, one other thing that we need to keep in mind here on expiration, so our expiration dates. We 
know that American style options they expire on a Friday. They settle on Saturday. They go away. Last 
trading day is Friday and then, of course, they settle on whatever the result was. If you remember our 
STMP trade where we actually got assigned, it closed on Friday, it quit trading on Friday, and then you 
got the shares assigned to your account on Saturday. In the European style options, they're going to 
expire one day early. They expire on Thursday because you're going to get that assignment on Friday. 
They expire one day early. Okay? Now, why would there be something like a European style option?

Well, it has to do with this. It has to do with the cash settle. Not everything that trades can be settled by 
assigning you a position in whatever underlying you were trading. One of the examples of this is the SPX. 
Now, SPX is the S&P 500. It is the 500 broadest based stocks in the US Stock Exchange. When people talk 
about the market going up, the market going down, this is generally what they're referring to is the SPX. 
Now, the SPX has an ETF. We're going to use a lot of acronyms here. The SPX has an ETF, an exchange 
traded fund, that is called the SPY, the S-P-Y. We have traded the SPY before. The SPY is the ETF that 
tracks the overall market. Our ETF, this SPY, it is an American style option.

Okay? It does settle and we get assigned the ETF. The reason why is that we're not really trading the 
market when we trade the SPY. We're trading the ETF that owns the market. We get assigned shares in 
the ETF. Well, if you were to go trade the SPX itself, if we were just going to go trade the SPX, the overall 
marketplace, how would you get assigned then? What would happen come expiration date if you were 
in the money? There's no real way for a brokerage firm to give you fractional shares of 500 different 
companies. When you have indexes like the SPX, they are European style options. They settle in cash. 
You cannot get exercised prior to expiration. and they do expire one day early.
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One day early. Okay? We're going to show you a trade today with the SPX, and you'll see a little bit of 
the differences here in those option semantics. Let's go ahead. Let's jump into our account and see if we 
can build this out. Okay. We actually have the indexes up here, the SPX. You can see that it's at 28.37 
right now. Because we're going to trade the indexes, you're going to find that this can be an expensive 
trade. That's another reason why most people trade the SPY instead. But for education purposes, we're 
going to trade this SPX today on these European style cash settled options. As we look at this come in 
here, we can kind of see here where the market has been.

Let me get rid of this indicator here for just a second. We can see what's happened with the market. 
There was our selloff at the end of last year. This is what the market's been doing. Basically just going 
up, up, up, up, up. We've had the crack in the market here take place with the trade wars going on, but 
we are seeing some stabilizing down here. You see kind of this area, this demarkation point down here. 
For me, I want to see here if we can... This is what we want in the marketplace. This is why we want to 
go trade the overall market this week as an example. We're not trending in a down trend. We're not 
trending in an uptrend.

It does look like we've moved back to more of a consolidation trend and that's what we want to look for 
when we're looking for a trade. Let's go build a trade around this SPX. We'll go click on a short iron 
condor and let's go build out our legs. I'm going to come out here aways and we're going to see if we 
can build a fairly decent POP on this trade, a pretty high probability of profit. I'm going to put my call 
leg... Let's start right in here and see what this looks like. I'm going to put my call leg at 29.70 and we're 
going to use a $30 spread. 29.70 on the call leg that we sell, 3000 on the call leg that we're looking to 
buy back. We'll try this.

We need to play around with these strike prices and with the spread amount here, but we'll take a look 
at this. Then on the downside here, I really want to be down here around 26.40. That would put our buy 
at about 26.10. Oops. There we go. Okay. Let's just look at the numbers on this one. I like this setup. I'm 
liking what I'm seeing here on this setup. You can see that number one right there, that little flag, that's 
where the market is priced at right now, you can see that we do have a bias skew going on inside of this 
iron condor. There's a lot more protection to the downside than there is to the upside. I think that right 
now the risk in the market is to possibly the downside more so than the upside.

Then our upside target here of 29.70. If we come back here again and we look at where we've been in 
the marketplace, 29.70, that puts us above. That puts us slightly above our previous high in the 
marketplace. I'm liking both of those numbers in terms of their protection. 26.40 on the downside, that 
would put us down in here somewhere. That's down at that support level as well. I like the way that the 
trade looks. Probability of profit, 83%. I like that. Probability of achieving 50% of the trade's profit 
potential. Whatever the profit potential is, what's the chances that we could 50% of that out of this 
trade 99%? I like the numbers on this trade. Now we need to focus on expiration date.

The expiration date, I've done a little work here on this already. The expiration date that does seem to 
have the sweet spot is going to be right here. Let's see if we can find it. It's these June... 14. There we go. 
These June 14 options, they seem to have the sweet spot on this trade in terms of pricing. We are going 
to use the June 14th expiration. That's going to be a 30-day trade. Let's just look at one contract right 
now. Let's see where that puts us at. The net price is at about three bucks. You can see that there is a 
really big spread. There's usually a very tight spread on the SPY. There's going to be a bigger spread here 
on the SPX simply because it is a more illiquid vehicle.
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It's not traded as much as the SPY. We do pay a cost for that. You will see also that it's an expensive 
trade. If we do just one contract, that's $2600. Now, we should have enough dry powder to do that after 
our closing of the ADSK trade and the Bank of America trade. That should have given us plenty of dry 
powder to go do this type of trade. I'm going to go put this in here at... Net price, it's bouncing around 
because the market's bouncing around. This is going to be a little bit more actively priced, but the net 
price is right around $3. It dropped to 2.90. It went to 3.10. It's right around $3. Mid-price, 3.60 it's 
showing right now. I'm going to try 3.40 on my pricing on that and see what I get.

If I could get 3.40, that's going to... I have to put up about 26.67 and that's going to bring me in about 
332. Let's see if we can the get the 3.40 pricing. I did get that filled at... Let's see what my fill price was 
on that. My fill price on that was 3.55. I got a decent fill price on that. Once again, folks, that's our trade 
idea for today. I'll give that to you again so that you can take a look at that. On the SPX, we are trading 
the SPX, I got a price of 3.55 on my fill. You should be able to get anywhere between that $3 figure that I 
saw it bouncing down at on the net price and maybe as high as 3.85 if you're patient with the trade. The 
trade itself is right there.

It's a 30-day trade. We are selling the June 14 expiration date. We are selling the 26.40 puts, buying back 
the 26.10s, and then selling the 29.75 calls, buying back the 3000 calls. Again, that range on there, I got 
it at 3.55 was my pricing. It may go as low as $3. You maybe able to get it as high, I've seen it this 
morning, as high as 3.85-3.90. Somewhere in that range should be your fill price, but that's your trading 
idea for this week, folks. Hope you have a great trading week. We will be talking to you either 
tomorrow, on Thursday, and/or Friday as we look to again add to our Bank of America position.

We want to bolster the profit potential in this trade, and then we want to figure out what we're going to 
do here with our XLRE trade. We'll be talking to you soon, guys. Have a great trading week.
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