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OptionProfessor Alert:
Learn Call Spread Risk Reversal?

May 12th, 2022

With  the  Stock  Market  DECLINING  substantially  and  the  VIX  being  so
ELEVATED;  we  thought  it  may  be  a  time  to  LEARN  more  about  OPTION
STRATEGIES.  TRADERS who see stocks they are willing and able to BUY at
LOWER PRICES but want to  POSITION for  a POTENTIAL UPMOVE in the
longer term. There has been some Unusual Option Activity with this strategy

Some define the Strategy as a CALL SPREAD RISK REVERSAL but we will just
explain each leg (position) and review a number of the risks and opportunities
the  strategy  could  provide.  We  will  use  XYZ  as  an  HYPOTHETICAL
THEORETICAL EXAMPLE.

The stock XYZ has a 52-week high of 141.59 and a 52 week low of 21.65 with a
closing price 23.97 for this example.

We will use three (3) different XYZ options to illustrate the strategy and they will
be used simultaneously in concert.

The first  is  a XYZ January 2024 PUT option strike price of 17.50 @ 6. The
second is a XYZ January CALL strike price of 30 @ 9.40. The third is a XYZ
January CALL strike price of 65 @ 3.60. These are the 3 options used in the
strategy.

The TRADER SELLS the Jan XYZ PUTS at 6....BUYS the Jan XYZ CALLS at
9.40..SELLS the Jan XYZ CALLS at 3.60.

The Put sale is a CREDIT of 6 and OBLIGATES the TRADER to BUY XYZ at
17.50 if stock is PUT to the TRADER.

The TRADER BUYS the XYZ CALL SPREAD ---Long the Jan XYZ 30 Call @
9.40 Short the Jan XYZ 65 Call @ 3.60

The Long Call Spread is a DEBIT of 5.80 and the TRADER has the right to buy
XYZ at 30 and must deliver at 65.

Until EXPIRATION in January 2024; The TRADER has contracted to BUY XYZ
at 17.50 and has the right to buy RBLX at 30 and must deliver XYZ at 65. The
TRADER has used the premium received on the put to pay for the call spread. 



The TRADER is willing and HAS THE CASH SECURED MONEY to buy XYZ
and has a CALL SPREAD at 30-65 until Jan 2024.

We will LIMIT what could occur in OUR OPINION as we will focus on best &
worst case scenarios. If XYZ is PUT to the TRADER at 17.50; any price of XYZ
UNDER  17.50  would  be  a  LOSS.  If  XYZ  never  rises  ABOVE 30  and  time
expires; the call spread would expire WORTHLESS BUT the call spread was
paid  for  with  the  premium  received  on  the  put!  Let's  look  at  some  of  the
OPPORTUNITIES. At expiration date; if XYZ never went down to 17.50 but in
fact closed above 65, the call spread maximum value could reach 35 (difference
between 30 and 65). The net cost was a CREDIT of 20 cents. If the TRADER
was put XYZ at 17.50 and subsequently rose to ABOVE 65 by the expiration
date; the TRADER could benefit from the stock bought at 17.50 AND the spread.
The TRADER is making a LONG TERM (Jan 2024) COMMITMENT & RISK.

This disclosure is not EXHAUSTIVE but is a strategy suitable TRADERS look to
if they think LONGER TERM stocks will turn as TRADERS may have sold calls
and  bought  puts  to  hedge  the  DOWNSIDE....here  TRADERS  are  trying  to
capture premium and using it to position for a longer term rebound on stocks
they believe in that they believe will rise substantially in the future

The  OPTION  PROFESSOR  has  Decades  of  Knowledge  &  Experience  and
Created PDF REPORTS to EDUCATE INVESTORS!

LEARN How to Hedge Downside Risks & Upside Surprises PLUS schedule a
30-minute Q&A & Ask Your Options Questions!

We  invite  you  to  go  to  optionprofessor.com...Submit  your  Email/Valid
Phone...Learn How We Send PDF's to Your INBOX!

We look forward to hearing from you and helping you EDUCATE YOURSELF
TODAY!

- The Option Professor, 05/12/2022

• Questions or comments? Email optionprofessor@gmail.com
• Weekly FREE Market Updates at https://www.optionprofessor.com/blog/

REMEMBER There is a risk of loss in all trading and it is not right for everyone. Consult your brokerage
firm/broker/advisor  to  determine  your  own  suitability.  Past  performance  is  not  indicative  of  future
results. Information and opinions provide are for informational purposes only. It is NOT advice.
Full OptionProfessor.com Terms/Disclaimers/Policies here:
https://www.optionprofessor.com/policies/

https://www.optionprofessor.com/policies/
https://www.optionprofessor.com/blog/
mailto:optionprofessor@gmail.com


Be sure to read the other recent Option Professor Alert ETFs HERE:

•  NEW! 05/12/22 - S&P Breaks 4K-Now What Happens?

• 05/10/22 - S&P Breaks 4K-Now What Happens?

•  05/05/22 - Fed Blinks! Relief Rally or Bull Run?

• 04/28/22 – How To Hedge Upside Surprises?

• 04/27/22 – Stocks-How To GET INCOME & REDUCE RISK?

• 04/20/22 – Do You Need Risk Management? Ask NFLX!

• 04/14/22 – STOCKS UP! Now What To Do?

• 04/08/22 – Don’t Fight Fed-Where to Position Now??

• 04/05/22 – Earnings are Coming–Are You Ready??

• 04/01/22 – Bond Prices Tank! What to Do?

• 03/31/22 – Stocks-Time to PROTECT Recovery Gains?

• 03/29/22 – IF Oil Stocks PEAKED-How to PROTECT Gains?

• 03/15/22 – Stocks PREPARE for BIG MOVE by MARCH 28?

• 03/10/22 – Lock in Gains in Oil/Metals & Replace Long Stocks?

• 03/08/22 – Stocks Tank-What To Do Now?

• 03/06/22 – Commodities Peak 2022

• 03/04/22 – LEARN! What’s Better Now? VALUE or GROWTH

• 03/03/22 - Protect Against Downside Risk & Upside Risk

• 02/24/22 – Hedge Upside & Downside Risks?

https://www.optionprofessor.com/option-professor-pdf-alerts/


REMEMBER There is a risk of loss in all trading and it is not right for everyone. Consult your
brokerage  firm/broker/advisor  to  determine  your  own  suitability.  Past  performance  is  not
indicative of future results. Information and opinions provide are for informational purposes
only. It is NOT advice.

Full OptionProfessor.com Terms/Disclaimers/Policies here:
https://www.optionprofessor.com/policies/

OptionProfessor owners, guests, affiliates, and associates are real traders and investors and
may hold the equities discussed in this report  directly or indirectly through ETFs or other
funds.

This  report  is  for  information  and  entertainment  purposes  only;  trading  and  investing  is
extremely risky. We’ve made every reasonable attempt to ensure that the above information is
accurate at the time of publication, but please do your own research. The reader bears sole
responsibility  for  their  trading and investing decisions.  Please consult  a qualified financial
advisor for help with financial decisions. 

TimingResearch may generate revenue from any link on the webiste, emails, reports, or any
other content.

Statement  Of  Disclaimer:  U.S.  Government  Required  Disclaimer  -  Commodity  Futures
Trading Commission. Futures, option, forex and stock trading have large potential rewards,
but also large potential risk. You must be aware of the risks and be willing to accept them in
order to invest in the futures and options markets. Don't trade with money you can't afford to
lose. This website/email is neither a solicitation nor an offer to Buy/Sell futures, options, forex
or stocks. No representation is being made that any account will or is likely to achieve profits
or losses similar to those discussed on this website. The past performance of any trading
system or methodology is not necessarily indicative of future results.

CFTC RULE 4.41 - Hypothetical or simulated performance results have certain limitations.
Unlike an actual performance record, simulated results do not represent actual trading. Also,
since the trades have not been executed, the results may have under-or-over compensated
for the impact, if any, of certain market factors, such as lack of liquidity. Simulated trading
programs in general are also subject to the fact that they are designed with the benefit of
hindsight. No representation is being made that any account will or is likely to achieve profit or
losses similar to those shown.

https://www.optionprofessor.com/policies/

