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Long Calendar Spreads  
 
St r a t e g y  D e sc r i p t i o n : Th i s i s one of  t h e b asi c  spread posi t i ons t h at  i s u sed b y  t raders of  all 
ex peri enc e lev els, and i s a c omponent  of  more c omplex  spreads. Calendar spreads f eat u re low  
c api t al req u i rement s, z ero margi n, def i ned-ri sk , opport u ni t i es t o c ollec t  premi u m f rom rolli ng sh ort  
f ront  mont h  opt i ons f orw ard, and w i de prof i t  ranges. Calendar spreads, also ref erred t o as “Ti me 
Spreads” or “Hori z ont al Spreads”, c an b e posi t i oned t o spec u lat e on mark et  di rec t i on or as a 
mark et -neu t ral st rat egy  t h at  prof i t s f rom t i me dec ay . Th e t rader si mply  pi c k s t h e st ri k e pri c e t h ey  
b eli ev e t h e u nderly i ng w i ll c lose at  t h e ex pi rat i on of  t h e near t erm opt i on and t h e t rade prof i t s as 
w e mov e t h rou gh  t i me.  Calendars are desi gned t o c ollec t  t h e T H E T A dec ay  of  t h e sh ort  opt i on i n 
t h e spread w h i le max i mi z i ng t h e t i me v alu e of  t h e longer t erm opt i on. 
 
P o si t i o n  St r u c t u r e : A  long Calendar spread i s t h e si mu lt aneou s sale of  a near (f ront ) t erm c all or 
pu t  and t h e pu rc h ase of  a f ar (b ac k ) t erm c all or pu t  of  t h e same st ri k e pri c e. Th e long and sh ort  
opt i ons i n a Calendar spread are ei t h er b ot h  c alls or b ot h  pu t s. 
 

Long Call Calendar:   Sh ort  Sept . 50 Calls Long O c t . 50 Calls  
    

Long P u t  Calendar:  Sh ort  Sept . 4 5 P u t s Long O c t . 4 5 P u t s 
 
Th e f ollow i ng t ab le w i ll h elp y ou  u nderst and t h e v alu e of  t rade # 1  (ab ov e):  a long c all c alendar 
spread at  Sept emb er ex pi rat i on. 
 
  

Se l l  t o  C l o se  t h e  Se p . -O c t .  5 0 C a l l  C a l e n d a r  Sp r e a d  a t  Se p t e m b e r  E x p i r a t i o n  
B u y  Se p t e m b e r  5 0 C a l l s Se l l  O c t o b e r  5 0 C a l l s St o c k   

P r i c e  I nt ri nsi c  V alu e Ti me V alu e I nt ri nsi c  V alu e Ti me V alu e 
T o t a l  
V a l u e  

4 0 0 0 0 .4 0 .4 0 
4 5 0 0 0 .8 0 .8 0 
5 0 0 0 0 2 . 5 0 2 . 5 0 
55 -5 0 +  5 .8 0 .8 0 
6 0 -1 0 0 + 1 0 .4 0 .4 0 

 
 
N ot e t h e f ollow i ng:  
 

• Th e t i me v alu e of  an opt i on i s t h e h i gh est  w h en i t  i s at -t h e-money  (50). Th eref ore, t h e 
Calendar spread i s w ort h  t h e most  money  w h en i t  c loses at -t h e-money  (50) of  t h e near 
t erm sh ort  opt i on.  

• Th e Calendar spread w i ll b e w ort h  t h e most  money  t h e st oc k  i s at  t h e same pri c e of  t h e 
st ri k e selec t ed (50) at  ex pi rat i on of  t h e near t erm (Sept .). Th i s i s w h en t h e near t erm 
opt i on ex pi res and h as no t i me v alu e lef t  and t h e f ar t erm (O c t .) i s at -t h e-money  w i t h  one 
f u ll mont h  lef t .  

• Th e c alendar spread i s w ort h  approx i mat ely  t h e same i f  t h e selec t ed st ri k e c loses an eq u al 
di st anc e i n-or-ou t -of -t h e-money . N ot e i f  t h e st oc k  i s at  4 5 or at  55 at  ex pi rat i on, t h e 
spread i s w ort h  t h e same (.8 0).   

• I f , i n t h e ex ample i n t h e t ab le ab ov e, w e pai d $ 0.8 0 f or t h i s Calendar spread w e c an see 
t h at  w e w i ll prof i t  i f  t h e st oc k  i s b et w een 4 5 and 55 at  ex pi rat i on of  t h e near t erm opt i on.  

• Si nc e b ot h  opt i ons u se t h e same st ri k e pri c es, any  i nt ri nsi c  v alu e w i ll b e t h e same f or b ot h  
and w i ll c anc el eac h  ot h er ou t  b ec au se one opt i on y ou  are b u y i ng and t h e ot h er opt i on 
y ou ’ re selli ng. Th i s i s sh ow n ab ov e at  t h e st oc k  pri c e of  55 and 6 0, y ou  c an only  mak e 
money  on t i me v alu e.  

M a x i m u m  P r o f i t : Th e max i mu m prof i t  i s reali z ed on a Calendar spread w h en t h e u nderly i ng pri c e 
set t les at  t h e st ri k e pri c e of  t h e sh ort  opt i on at  ex pi rat i on. I n t h at  c ase, t h e f ront  mont h  opt i on 
ex pi res w ort h less, and t h e b ac k  mont h  long opt i on h as t h e great est  t i me (ex t ri nsi c ) v alu e as i t  i s 
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t h e at -t h e-money  opt i on. I f  t h e u nderly i ng pri c e doesn’ t  set t le ex ac t ly  at  t h e st ri k e pri c e, any  
i nt ri nsi c  v alu e w ou ld b e c anc elled ou t  b ec au se b ot h  opt i ons h av e t h e same st ri k e pri c e.  

W h en a Calendar spread i s pu rc h ased and t h ere i s more t h an one mont h  separat i ng t h e 
sh ort  and long opt i ons, t h e prof i t  of  a Calendar spread c an b e au gment ed b y  “rolli ng” t h e sh ort  
f ront  mont h  opt i on t o t h e nex t  ex pi rat i on mont h  f or a c redi t . R olli ng i s t h e proc ess of  b u y i ng b ac k  
t h e sh ort  opt i on near ex pi rat i on and si mu lt aneou sly  selli ng t h e nex t  ex pi rat i on mont h ’ s same st ri k e 
opt i on.   F or ex ample, i f  y ou  b u y  a Sep/ D ec  c all Calendar spread, t h ere are t w o rolls “emb edded” 
i n t h e Calendar spread. Y ou  c an roll t h e sh ort  Sep c all t o O c t , and lat er roll t h e sh ort  O c t  c all t o 
D ec . Th e rolls h av e t h e great est  v alu e w h en t h e u nderly i ng pri c e i s ri gh t  at  t h e st ri k e pri c e 
(mak i ng i t  t h e at  t h e money  opt i on). Th i s permi t s y ou  sell t h e nex t  mont h  opt i on f or t h e great est  
amou nt  of  t i me v alu e (at  t h e money  opt i ons c arry  t h e most  t i me v alu e).  Th e v alu e of  t h e c alendar 
spread  depends on i t s i mpli ed v olat i li t y , ex pi rat i on dat e, and mov ement  of  t h e u nderly i ng w h i c h  
all c h ange ov er t i me.  Th eref ore, i t  i s di f f i c u lt  t o q u ant i f y  prec i sely  t h e max i mu m prof i t  of  a 
Calendar spread.  thinkorswim prov i des a t h eoret i c al opt i on pri c i ng c alc u lat or w h erei n relat i v ely  
ac c u rat e est i mat es of  Calendar Spread prof i t  pot ent i als c an b e ac h i ev ed.  B y  c h angi ng sev eral 
v ari ab les af f ec t i ng a c alendar roll’ s v alu e i n a t h eoret i c al model, y ou  c an get  a good i dea of  t h e roll 
v alu e, and a det ai led u nderst andi ng of  t h i s st rat egy ’ s pot ent i al prof i t . I t ’ s b est  t o b e c onserv at i v e 
w h en apply i ng t h eoret i c al v ari ab les i n t h e det ermi nat i on of  f u t u re c redi t s y ou  w i ll rec ei v e. 
 
M a x i m u m  L o ss: Calendar spreads are ex ec u t ed f or deb i t s, and t h e max i mu m loss on a Calendar 
spread i s t h e ori gi nal deb i t  (c ost ) of  pu t t i ng on t h e t rade, plu s c ommi ssi on. M ax i mu m loss oc c u rs 
w h en t h e u nderly i ng pri c e h as mov ed f ar aw ay  f rom t h e st ri k e pri c e of  t h e Calendar spread and 
t h e long b ac k  mont h  h as $ 0 ex t ri nsi c  v alu e.  
 
B r e a k -e v e n  p o i n t s: Th e b reak -ev en poi nt s of  a Calendar spread are t h e poi nt s ab ov e and b elow  
t h e Calendar spread’ s st ri k e pri c e t h at  t h e u nderly i ng c an c lose at  t h e ex pi rat i on of  t h e near t erm 
opt i on w h ere f ar t erm opt i on’ s t i me v alu e i s eq u al t o t h e amou nt  pai d f or t h e spread.  I t  i s h i gh ly  
rec ommended t o u t i li z e t h e thinkorswim pri c i ng model t o det ermi ne b reak -ev en poi nt s. 
 
C a p i t a l  R e q u i r e m e n t : Th e c api t al req u i rement  f or a long Calendar spread i s si mply  t h e net  dollar 
v alu e of  t h e long opt i on premi u m, mi nu s t h e sh ort  opt i on premi u m, plu s c ommi ssi ons:  t h e deb i t  of  
t h e Calendar spread plu s c ommi ssi ons. 
 
C a n d i d a t e s: Th i s st rat egy  c an b e u sed on a b road range of  st oc k s and i ndi c es.  
 
E x e c u t i o n : I t  i s b est  t o plac e c alendars spreads as one t rade and rou t ed at  t h e mi d-pri c e. 
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L o n g  C a l e n d a r  Sp r e a d  E n t r a n c e  C r i t e r i a : 
 

1 . Th e Calendar spreads t h at  h av e t h e b est  prob ab i li t y  of  mak i ng money  are t h ose w i t h  at  
least  one roll emb edded i n t h em (t h at  i s, w i t h  a mont h  i n b et w een t h e ex pi rat i on mont h s 
of  t h e sh ort  and long opt i ons).  T r a d e r s N o t e s :  AV I O D  v o l a t i l i t y  sk e w s of  more t h an 
5%  b et w een f ront  and b ac k  mont h  opt i ons as t h i s c an dramat i c ally  di mi ni sh  a ret ai l 
c ost u mer’ s prob ab i li t y  of  su c c ess i n any  c alendar spread.  Ty pi c ally  v olat i li t y  sk ew s w i ll b e 
ob serv ed b ef ore an eq u i t y  earni ngs annou nc ement  or a maj or new s relat ed ev ent .  
M ark et  M ak ers h av e di st i nc t  adv ant ages i n any  eq u i t y  w i t h  a V olat i li t y  Sk ew . 

 
2 . Th e c omb i ned open i nt erest  of  f ront  mont h  opt i ons sh ou ld b e at  least  t w ent y  t i mes t h e 

nu mb er of  Calendar spreads y ou  w ant  t o do.  
 
3 . Selec t  t h e ex pi rat i on mont h  of  t h e near t erm sh ort  opt i on t h at  gi v es y ou  b et w een 4  and 

1 0 w eek s f rom ex pi rat i on b u t  w e do not  sell f ront  mont h  opt i ons.  E x ample:  i f  a t rader i s 
c u rrent ly  i n t h e J u ne ex pi rat i on c y c le t h ey  w ou ld b e look i ng t o sell J u ly  opt i ons.  Th i s 
ac t i on i s t ak en t o c ollec t  enou gh  sh ort  premi u m as t o prov i de delt a prot ec t i on agai nst  t h e 
long t erm opt i on w e are i nt endi ng t o b u y  i n t h e c alendar spread. 

 
4 . Th e ex pi rat i on mont h  f or t h e f ar t erm long opt i ons w i ll u su ally  b e t h e nex t  av ai lab le 

mont h  af t er t h e ex pi rat i on mont h  of  t h e near t erm opt i ons, as di c t at ed b y  i t s ex pi rat i on 
c y c le. Some t raders w h en u si ng Calendar spreads on eq u i t i es or i ndi c es pref er t o sk i p a 
mont h  or t w o b et w een t h e long and sh ort  opt i ons t o gi v e t h emselv es roll opport u ni t i es, 
(i .e. Sep/ N ov  or Sep/ D ec ). Hav i ng roll opport u ni t i es are b enef i c i al w h en one f eels t h e 
u nderly i ng pri c e w i ll st ay  near t h e selec t ed st ri k e f or a longer peri od of  t i me as w i t h  
i ndi c es. Th e long opt i on i n t h e c alendar spread h ow ev er sh ou ld not  ex c eed 1 50 day s f rom 
ex pi rat i on.  N o t e : N ew  or i nex peri enc ed t raders may  b e b et t er of f  employ i ng one mont h  
Calendar spreads t h at  h av e no roll opport u ni t i es as t o “get  a f eel” f or roll v alu es b ef ore 
c ommi t t i ng more c api t al. 

 
5. P i c k  t h e st ri k e pri c e of  t h e Calendar spread b y  selec t i ng t h e st ri k e t h at  i s nearest  t o 

w h ere y ou  b eli ev e t h e st oc k  w i ll c lose at  t h e ex pi rat i on of  t h e near t erm sh ort  opt i ons.  
Calendar Spreads c an b e v i ew ed as T a r g e t  T r a d i n g  as w e are at t empt i ng t o c h oose 
w h ere t h e u nderly i ng w i ll f all j u st  pri or t o t h e ex pi rat i on of  t h e sh ort  opt i on.  T r a d e r s 
N o t e s:  Calendar spreads c an b e u t i li z ed i n nu merou s si t u at i ons h ow ev er i t  i s i mperat i v e 
t h at  t h e t rader h av e a “c omf ort  lev el” or “i nt i mat e f eel” w i t h  t h e u nderly i ng selec t ed as a 
c andi dat e.  Calendars are agai n most  prof i t ab le w h en a t rader c an selec t  a st ri k e pri c e 
t h ey  b eli ev e t h e u nderly i ng w i ll f all j u st  pri or t o t h e ex pi rat i on of  t h e sh ort  opt i on i n t h e 
spread.  Calendars i n eq u i t y  produ c t s t h eref ore req u i re a “f eel” f or t h e u nderly i ng pri c e 
mov ement .  M any  ex peri enc ed t raders elec t  t o u t i li z e produ c t s su c h  as E TF ’ s or i ndi c es as 
t h ey  pri mari ly  t rade w i t h i n def i ned ranges.  

 
6 . U t i li z e pu t s c alendars i f  t h e st ri k e y ou  selec t ed i s b elow  t h e c u rrent  st oc k  pri c e and selec t  

c all c alendars i f  t h e st ri k e y ou  selec t ed i s ab ov e t h e c u rrent  st oc k  pri c e.  I f  t h e t rader i s 
i nt endi ng t o ac h i ev e mark et  neu t rali t y  (f lat  delt as) an at  t h e money  c alendar spread c an 
b e plac e w i t h  ei t h er c alls or pu t s. T r a d e r s N o t e s: A t  t h e M oney  Call Calendars spreads 
c an b e si gni f i c ant ly  more ex pensi v e t h an A t  t h e M oney  P u t  Calendars as c u rrent  i nt erest  
rat es add a “c ost  of  c arry ” t o t h e long c alls i n t h e spread.  Th eref ore, t raders t end t o u se 
pu t  c alendar spreads f or at  t h e money  c alendar as t o low er ou r ent ranc e c ost  and ri sk  
i nt o t h e posi t i on. 

 
7 . I n t h e c ase w h ere y ou  are ev alu at i ng a Calendar spread w i t h  roll opport u ni t i es, c h ec k  t h e 

v alu e of  t h e rolls (one-mont h  Calendar spreads) f or t h e st ri k e of  t h e Calendar spread, and 
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f or t h e t w o st ri k es ab ov e and b elow  t h e st ri k e of  t h e Calendar. Th i s w i ll i ndi c at e h ow  
mu c h  c redi t  y ou  mi gh t  rec ei v e w h en y ou  roll t h e sh ort  f ront  mont h  opt i on f orw ard i f  t h e 
u nderly i ng pri c e st ay s w h ere i t  i s or mov es u p or dow n b y  a c ou ple st ri k es. I f  t h e 
est i mat ed v alu e of  t h e rolls emb edded i n t h e Calendar spread i s c lose t o or great er t h an 
t h e deb i t  of  t h e Calendar spread, y ou  h av e a good c andi dat e. Th at  w i ll gi v e y ou  a c h anc e 
t o rec ou p t h e c ost  of  t h e Calendar spread t h rou gh  i t s rolls. 

 
8 . An a l y z i n g  R o l l  V a l u e s: Th e t h i nk orsw i m c li ent  appli c at i on i s c apab le of  est i mat i ng w h at  

a c alendar spread i s t h eoret i c ally  w ort h  i n a selec t ed c alendar spread.  Th e f ollow  i s a 
ref erenc e gu i de i n u t i li z i ng t h e i ndu st ry ’ s most  adv anc ed t h eoret i c al pri c i ng model:  

 
a. G o t o t h e t h i nk orsw i m TR A D E  TA B , ent er an eq u i t y  or i ndex  of  i nt erest  and open 

t h e opt i on c h ai ns of  t h e mont h s y ou  are c onsi deri ng f or t h e c alendar spread. 
b . I n t h e u pper ri gh t  h and c orner of  t h e TR A D E  TA B  c h ange one of  t h e I N F O R M A TI O N  

LA Y O U TS t o THE O  P R I CE .  (Y ou  w i ll now  see a t h eoret i c al pri c e li st ed nex t  t o eac h  
opt i on w i t h i n t h e c h ai n). 

c . Cent ered ab ov e t h e opt i on c h ai n c h ange y ou  w i ll see SI N G LE  (t h i s ref ers t o si ngle 
opt i on q u ot es).  Lef t  c li c k  on t h e b lu e arrow  nex t  t o SI N G LE  and c h ange i t  t o 
CA LE N D A R .  Y ou  are now  q u ot i ng c alendar spreads i n t h e opt i on c h ai n and not  
i ndi v i du al opt i ons. 

d. E v alu at e a c alendar spread of  i nt erest  i n t h e opt i on c h ai n and look  at  t h e spreads 
t h eoret i c al pri c e.  A b ov e t h e opt i on c h ai n y ou  c an now  mov e t h e D A TE  f orw ard t o 
t h e ex pi rat i on of  t h e sh ort  mont h  opt i on.  Th i s w i ll allow  t h e t rader t o est i mat e h ow  
t h e spread w i ll mat u re t h ru  t i me.  Trader’ s c an also est i mat e c h anges i n u nderly i ng 
pri c e and v olat i li t y . 

 
T r a d e r s N o t e s: t h e t h i nk orsw i m t h eoret i c al pri c i ng model i s a pow erf u l f i nanc i al t ool 
i n est i mat i ng opt i on premi u m i n t h e f u t u re.  W e su ggest  t raders u t i li z e t h i s t ec h nology  
b y  f i rst  ev alu at i ng a c andi dat e, mov i ng t h e dat e f orw ard, c h angi ng t h e u nderly i ng 
pri c e, and c h angi ng v olat i li t i es of  t h e u nderly i ng.  Traders c an c reat e “w h at  i f ” 
sc enari os and h av e some degree of  c lari t y  i n h ow  t h ei r posi t i ons w i ll mat u re as w e 
mov e t h rou gh  t i me, c h anges i n u nderly i ng pri c e, and c h anges v olat i li t y .   

 
 

9 . To ex ec u t e t h e t i me spread as a pac k age, go t o t h e t h i nk orsw i m “TR A D E ” w i ndow , ri gh t  
c li c k  on t h e opt i on’ s st ri k e pri c e b i d or ask  pri c e and selec t  “B U Y ” t h en “Calendar.”  
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1 0. Th e t rade w i ll now  b e plac ed i n t h e order ent ry  sc reen. N ot i c e t h e sof t w are h as c alc u lat ed 
adj u st ed mi d pri c e of  t h e Calendar Spread i n t h e “P R I CE ” c olu mn.  I t  i s h i gh ly  su ggest ed 
a t rader rou t e c alendar spreads at  t h e mi d pri c e.  N o t e :  W e are b e no means gu arant eed 
a f i ll at  t h e mi d pri c e b u t  w e do not  ev er “need” a spec i f i ed t rade i f  i t  i s not  f i lled at  a f ai r 
pri c e.  B e aggressi v e i n pri c i ng spreads as t h i s i s a b u si ness ab ou t  ni c k els and di mes. 
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Exit Criteria for Calendar S p reads  
 
T h e  f o l l o w i n g  a r e  so m e  c o n si d e r a t i o n s f o r  c l o si n g  o u t  C a l e n d a r  sp r e a d s w h e n  t h e  l o n g  
o p t i o n ’ s e x p i r a t i o n  m o n t h  i s t h e  v e r y  n e x t  m o n t h  b e y o n d  t h e  sh o r t  o p t i o n ’ s e x p i r a t i o n .   
B E  C O N SI ST AN T ! !   
 

A.  Th e i deal t i me t o “ R O L L ”  a c alendar i s 4  t o 1 0 c alendar day s pri or t o ex pi rat i on.  Th e 
“R oll” c onsi st s of  b u y i ng b ac k  t h e opt i ons w e are sh ort  and selli ng t h e opt i on w e are long.  
E x a m p l e :  Th e t rader i s long a D ec emb er/ J anu ary  1 00 c all c alendar f or a net  $ 2  deb i t ;  
t h at  i s sh ort  t h e D ec emb er 1 00 c alls and long t h e J anu ary  1 00 c alls.  Th e u nderly i ng i s 
c u rrent ly  t radi ng at  $ 1 02  w i t h  6  day s t o ex pi rat i on of  t h e sh ort  opt i on.  Th e t rader sh ou ld 
now  “R O LL”, b u y i ng b ac k  t h e sh ort  1 00 c alls f or D ec emb er and selli ng ou t  t h e J anu ary  1 00 
c alls f or a net  c redi t  of  $ 3 .  Th e $ 3  c redi t  i s ac h i ev ed as t h e t raders sh ort  D ec emb er 1 00 
c alls h av e dec ay ed su b st ant i ally  and t h e long J anu ary 1 00 c alls are near at  t h e money  w i t h  
j u st  ov er one mont h  i n t i me premi u m remai ni ng. 

 
B .  R oll t h e c alendar i f  at  AN Y T I M E  t h e TI M E  V A LU E  i n t h e sh ort  opt i on i n ou r c alendar spread 

i s t radi ng f or 1 0%  or less of  t h e st ri k e pri c e i nc rement  of  t h e produ c t  u t i li z ed i n t h e spread.  
E x a m p l e : SP Y ’ s u t i li z e $ 1  st ri k e pri c e i nc rement s. I f  at  any t i me t h e TI M E  V A LU E  of  t h e 
t raders sh ort  opt i on i n t h e c alendar spread drops t o 1 0%  or less of  $ 1  (.1 0 or less) t h e 
c alendar spread sh ou ld b e rolled i mmedi at ely .  I mmedi at e ac t i on i s nec essary  t o prot ec t  
t h e t raders ov erall delt a ri sk  i n t h e c alendar spread and redu c e t h e c h anc e of  early  
assi gnment  of  I n t h e M oney  pu t s c alendars. 

 
 
M u l t i - M o n t h  C a l e n d a r  Sp r e a d s “ R o l l i n g ”  c r i t e r i a : T h e  f o l l o w i n g  a r e  c o n si d e r a t i o n s f o r  
c l o si n g  o u t  C a l e n d a r  sp r e a d s w i t h  m u l t i p l e  r o l l  o p p o r t u n i t i e s.  
 

A.  Th e k ey  f or managi ng Calendar spreads w i t h  mu lt i ple roll opport u ni t i es i s get t i ng as mu c h  
c redi t  as possi b le f rom t h e rolls. Th e i deal t i me t o “R O L L ”  a c alendar i s 4  t o 1 0 c alendar 
day s pri or t o ex pi rat i on of  t h e sh ort  opt i on.  E x ample:  Th e t rader h as i ni t i ally  ent ered i nt o 
a Sept emb er/ N ov emb er c alendar spread. 4  t o 1 0 c alendar day s pri or t o t h e Sept emb er 
ex pi rat i on t h e t rader w i ll b u y  b ac k  t h e Sept emb er opt i ons (w h en t h e premi u m h as dec ay ed 
su b st ant i ally ) and sell t h e same st ri k e O c t ob er opt i on agai nst  t h e long N ov emb er opt i on 
“R O LL”.  Th i s leav es t h e t rader sh ort  t h e O c t ob er opt i ons agai nst  t h e long N ov emb er 
opt i ons t h u s rolli ng t h e c alendar spread.  Th e resu lt i ng O c t ob er/ N ov emb er spread c an t h en 
b e rolled ou t  of  j u st  pri or t o t h e O c t ob er ex pi rat i on. 

 
B .  A s w i t h  all c alendar spreads:  R oll t h e c alendar i f  at  AN Y T I M E  t h e TI M E  V A LU E  i n t h e sh ort  

opt i on i n ou r c alendar spread i s t radi ng f or 1 0%  or less of  t h e st ri k e pri c e i nc rement  
u t i li z ed i n t h e  produ c t .  E x a m p l e : SP Y ’ s u t i li z e $ 1  st ri k e pri c e i nc rement s. I f  at  any t i me 
t h e TI M E  V A LU E  of  t h e t raders sh ort  opt i on i n t h e c alendar spread drops t o 1 0%  or less of  
$ 1  (.1 0 or less) t h e c alendar spread sh ou ld b e rolled i mmedi at ely .  I mmedi at e ac t i on i s 
nec essary  t o prot ec t  t h e t raders ov erall delt a ri sk  i n t h e c alendar spread and redu c e t h e 
c h anc e of  early  assi gnment  of  I n t h e M oney  pu t s c alendars.  Calendars are desi gned t o 
c ollec t  T H E T A dec ay  of  t h e sh ort  opt i on i n t h e spread.  

 
 

 
E a r l y  E x e r c i se  a n d  Assi g n m e n t : 
 

A.  I f  y o u  h a v e  a  p u t  t i m e  sp r e a d  a n d  y o u r  sh o r t  p u t  i s e a r l y  ex erc i sed y ou  w i ll b e lef t  
w i t h  long st oc k  and long pu t  (sy nt h et i c  c all). Y ou  h av e t h ree c h oi c es nei t h er one c an resu lt  
i n more t h an a loss great er t h an t h e c ost  of  t h e t rade. 

 
1 . E x erc i se t h e long pu t s. I f  t h ere i s not  enou gh  t i me v alu e i n t h e long pu t s t o more t h an 

c ov er t h e c ommi ssi on c ost  f or selli ng t h em t h en si mply  ex erc i se t h em. E x erc i si ng y ou r 
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ri gh t  t o sell t h e st oc k  w i ll c ov er c lose y ou r long st oc k  posi t i on b y  selli ng t h e st oc k  at  
t h e same pri c e y ou  w ere assi gned i t . Y ou r loss on t h e t rade w i ll b e eq u al t o w h at  y ou  
pai d f or t h e t i me spread plu s c ommi ssi ons.  

2 . Sell t h e st oc k  and t h en sell t h e long pu t s. Th i s st ep sh ou ld b e t ak en t o t ak e adv ant age 
of  any  remai ni ng t i me v alu e i n t h e pu t s. Say  t h e st oc k  w as at  2 7  and t h e 3 0 pu t s w ere 
t radi ng at  $ 3 .50, b y  selli ng t h e st oc k  at  2 7  and selli ng t h e 3 0 pu t s f or $ 3 .50 y ou  c lose 
ou t  t h e st oc k  posi t i on and c ollec t  an ex t ra f i f t y  c ent s more per sh are t h an y ou  w ou ld 
h av e b y  merely  ex erc i si ng t h e c alls.  

 
3 . D eposi t  enou gh  money  t o c ov er t h e margi n req u i rement s of  t h e long st oc k  posi t i on and 

k eep t h e long pu t  as a h edge. I f  y ou  h av e enou gh  money  i n y ou r ac c ou nt  t o sat i sf y  t h e 
margi n req u i rement s t h i s w i ll au t omat i c ally  h appen. I f  t h i s does h appen and y ou  do 
not  w ant  t h e long st oc k  posi t i on, si mply  f ollow  st ep “1 ” or “2 ” ab ov e t o c lose ou t  t h e 
posi t i on. Th e only  reason t o k eep t h i s posi t i on i s i f  y ou  b eli ev e t h e st oc k  i s goi ng u p as 
y ou  w i ll b enef i t  f rom t h e long st oc k  posi t i on. R egardless, y ou  are nev er at  any  more 
ri sk  t h an t h e ori gi nal c ost  of  t h e Calendar spread so long as y ou  ow n t h e long pu t s 
w h i c h  i nsu res t h at  y ou  c an sell t h e st oc k  at  same pri c e y ou  pai d f or i t . Th e posi t i on 
sh ou ld b e c losed b y  selli ng t h e st oc k  and selli ng t h e pu t  (prov i ded i t  h as any  v alu e) 
pri or t o t h e ex pi rat i on of  t h e long pu t s.  

 
B .  I f  y o u  h a v e  a  c a l l  t i m e  sp r e a d  a n d  y o u r  sh o r t  c a l l  i s e a r l y  e x e r c i se d  y ou  w i ll b e lef t  

w i t h  sh ort  st oc k  and long c all (sy nt h et i c  pu t ). Th ere are t h ree c h oi c es t h at  c an b e made 
w h en i n t h i s posi t i on w h i c h  are c ov ered b elow . I f  y ou  do not  h av e enou gh  money  t o c ov er 
t h e margi n req u i rement  of  t h e sh ort  st oc k  y ou r b rok er w i ll t y pi c ally  u se st ep “a” or “b ” 
b elow  t o c lose ou t  t h e posi t i on 

 
1 . E x erc i se t h e long c alls. I f  t h ere i s not  enou gh  t i me v alu e i n t h e long c alls t o more t h an 

c ov er t h e c ommi ssi on c ost  f or selli ng t h em t h en si mply  ex erc i se t h em. E x erc i si ng y ou r 
ri gh t  t o b u y  t h e st oc k  w i ll c ov er t h e sh ort  st oc k  posi t i on b y  b u y i ng b ac k  t h e st oc k  at  
t h e same pri c e y ou  w ere assi gned t h e sh ort  st oc k . Y ou r loss on t h e t rade w i ll b e eq u al 
t o w h at  y ou  pai d f or t h e t i me spread plu s c ommi ssi ons.  

 
2 . B u y  t h e st oc k  t o c ov er t h e sh ort  sale and sell t h e long c alls. Th i s st ep sh ou ld b e t ak en 

t o t ak e adv ant age of  any  remai ni ng t i me v alu e i n t h e c alls. Say  t h e st oc k  w as at  3 3  
and t h e 3 0 c alls w ere t radi ng at  $ 3 .50, b y  b u y i ng t h e st oc k  at  3 3  and selli ng t h e 3 0 
c alls f or $ 3 .50 y ou  c ov er y ou r sh ort  posi t i on and c ollec t  f i f t y  c ent s more per sh are t h an 
y ou  w ou ld h av e b y  merely  ex erc i si ng t h e c alls.  

 
3 . K eep t h e sh ort  st oc k  posi t i on w i t h  t h e long c all as a h edge. D eposi t  money  t o c ov er t h e 

margi n req u i rement s of  t h e sh ort  st oc k  posi t i on and k eep t h e long c all as a h edge. I f  
y ou  h av e enou gh  money  i n y ou r ac c ou nt  t o sat i sf y  t h e margi n req u i rement s t h i s w i ll 
au t omat i c ally  h appen. I f  t h i s does h appen and y ou  do not  w ant  t h e sh ort  st oc k  posi t i on 
si mply  f ollow  st ep “1 ” or “2 ” ab ov e t o c lose ou t  t h e posi t i on. Th e only  reason t o k eep 
t h i s posi t i on i s i f  y ou  b eli ev e t h e st oc k  i s goi ng dow n as y ou  w i ll b enef i t  f rom t h e sh ort  
st oc k  posi t i on.  Th e t rader i s nev er at  any  more ri sk  t h an t h e ori gi nal c ost  of  t h e 
Calendar spread so long as y ou  ow n t h e long c all w h i c h  i nsu res t h at  y ou  c an b u y  t h e 
st oc k  b ac k  at  same pri c e y ou  w ent  sh ort . Th e posi t i on sh ou ld b e c losed b y  b u y i ng b ac k  
t h e st oc k  and selli ng t h e c all (prov i ded i t  h as any  v alu e) pri or t o t h e ex pi rat i on of  t h e 
long c alls.  

 


