CALENDAR SPREADS

Follow Up
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Results on Nov and Dec 09 + Jan 10

NOVEMBER 2009
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C()Bni::ssi( alaats
Stock Commissiong Cost ROR % |Commissiong
ns Net %
: Net Gain/loss
Gain/loss
FCX $ 544.00| $ 490.00| $ 3,810.00 12.90% $ 54.00
OIH $ 794.00| $ 758.00| $ 3,010.00 25.20% $ 36.00
JPM $ 428.00| $ 365.00| $ 1,961.00| _18.60% $ 63.00
Total | $1,766.00 $ 1,613.00] $ 8,781.00|( 20.119%) | $  153.00
\/
DECEMBER 2009
Befo_re . After
Commissiq A : : . A
Stock hs Net Commissiong Total Cost [Risk in trade¢ ROR % ROR% (riskfommission
; Net Gain/loss
Gain/loss
AMZN | $ 319.00 $ 246.245% 6,786.00| $ 2,900.00 4.7% 8.5% $ 72.75
FSLR | $ (77.00)% (38.0D) 3,965.00| $ 3,000.00 -1.9% -1.3% $ 39.00
OIH $ 85.0D% 34.005 3,567.00| $ 3,000.00 2.4% 1.1% $ 51.00
PCLN | $ 763.00 $ 718.90% 5,642.00| $ 3,000.00 13.5% 23.9% $ 45.00
POT $ 1,240.00 $ 1,114.90% 8,661.00| $ 3,000.00 14.3% 37.1% $ 126.00
WYNN | $ (48.00)$ (93.0D¥ 2,051.00( $ 1,200.00 -2.3% -7.8% $ 45.00
RIMM | $ 810.00 $ 723.90% 3,711.00| $ 2,900.00 21.8% 24.9% $ 87.00
EEM $ 265.00 $ 190.90% 1,560.00| $ 1,300.00 17.0% 14.6% $ 75.00
IYR $ 337.00 % 274.9Q0% 1,363.00( $ 1,000.00 24.7% A, | $ 63.00
Total | $ 3,694.00 $ 3,168.25| $ 37,306.00| $21,300.00 8.5% ( 149% )| $ 603.75
v
JANUARY 2010
Befo_re g After
Commissiq s . ’ ; AN
Stock e Commissiong Total Cost [Risk in trade¢ ROR % ROR% (riskfommission
A Net Gain/losd
Gain/loss
FDX $ 135.00% 93.0Ch 1,930.00( $ 1,500.00 7.0% 6.2% $ 42.00
FSLR | $ 1,131.00 $ 1,107.Q0% 2,998.00( $ 2,700.00 37.7% 41.0% $ 24.00
HUM $ 30.0P% (15.0Dp¥ 1,615.00( $ 1,600.00 1.9% 0 $ 45.00
Total $ 1,296.00 $ 1,185.00| $ 6,543.00| $ 5,800.00 18.1% : $ 111.00




Remember

- Debit Calendar Spreads: Selling one option and

buying another option of the same strike price but
different expiration month

- We want stable markets, slightly bullish and bearish or
sideways.
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WHAT MAKES A GOOD CANDIDATE’

- Check list:
Stock price above $60 preferable.

Check that the stock had already reported its earnings
and it is good stock (good earnings result for example,
stable company, etc).

Stocks or underlying that trades sideways will need
less adjustments than trending stocks, but you can
still select trending stocks with not big moves.
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WHAT MAKES A GOOD CANDIDATE’

. Check list:

- Liquidity. The volume of the stocks should be above
500,000 .

. Market Capital, over $ 2,500 M
. Minimum Volatility of the underlying:
Front Volatility =30%,

. Front volatility and Back volatility difference = 0.5% to
3%.

. No Biotech stocks or Indices like SPX, OEX, etc
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ENTRY RULES

- 3 to 8 weeks to expiration, with one month separation
between short and long options

Enter one, two or three spreads
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BUILDING THE POSITION

- Try to be ATM as much as possible with the
combination of your spreads

- Simulate in the analyze tab in TOS, the position you
are evaluating at expiration.

- Check the rate of return (ROR).
- Check the window range of profit.
- Select puts or calls, whichever is cheaper.
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MONITORING AND ADJUSTING

- Look for support and resistance before adjusting.

- The idea is to neutralize the position and get the
maximum Theta.

- When the underlying gaps up or down.

- Monitor the Delta, Gamma and Theta of your portfolio
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PORTFOLIO AND HEDGING

Enter 10 or 15 stocks and allocate the capital evenly and
from different sectors of industry.

- Use 50% of your capital and leave the rest for
adjustments.

- Have two expiration cycles in your portfolio at the
same time.

. Use ATM SPY puts for hedge your portfolio and rolling
them as needed.
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EXIT RULES

- Exit all positions one week before expiration.

- Few cases to exit on Monday or Tuesday expiration
week.

- When position is too off from peak due to a big move
and there Is not potential recovery and not time to
expiration.
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RATE OF RETURN EXPECTED

. Calendar spreads work best on stable market
environments with low volatility.

- It can work on high volatility environments but with
frequent adjustments.

- In a stable market with low volatility year the ROR
could be more than 200%. ( VIX below 20%)

- Moderate volatility market year, the ROR can be
between 150%200%. (VIX between 20%35%)

- Volatile market year the ROR is possible 100% or less.
(VIX above 30%)
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"~ SUMMARY OF THE ANALYSI

- GOOG does not report in August
. Price > $60
- Good stock, up-trending

. ROR @expiration = $7,376.71/$4,075*100=181%
( with 5 contracts/per strike)

. Stock at $425.32,
. window up = (479.70-425.32)/425.32*100= 7.1%,
. window down = (425.32459.70)/425.32*100= 8.1%

- Probability to August expiration 40.48%



~ Profit Window comparison



