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Disclaimer

Disclaimer: Neither TradersMeetup.net nor its organizers, hosts or presenters are licensed financial advisors,
registered investment advisors, registered broker-dealer nor FINRA | SIPC | NFA-member firm. In accordance to the
policies of TradersMeetup.net, this presentation does not provide investment or financial advice or make investment
recommendations. TradersMeetup.net is not in the business of transacting trades, nor does TradersMeetup.net agree
to direct your brokerage accounts or give trading advice tailored to your particular situation. The content of today’s
presentation does not constitutes a solicitation, recommendation, promotion or endorsement of any particular
security, other investment product, transaction or investment.

Trading Futures, Options on Futures, and retail off-exchange foreign currency transactions involves substantial risk
of loss and is not suitable for all investors. You should carefully consider whether trading is suitable for you in light of
your circumstances, knowledge, and financial resources. You may lose all or more of your initial investment.
Opinions, market data, and recommendations are subject to change at any time.

All rights reserved. This Material may not be reproduced or distributed, in whole or in part, any other reproduction in
whatever form and by whatever media, is expressly prohibited without the prior written consent of TradersMeetup.

No Soliciting. No Recording. No Photography.
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® Trading with an Edge
® Few Options Basics
® Types of Option Flow

® Putting it All Together
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Trading with an Edge

« There are many way to achieve an edge in trading

News and Events (upgrades/downgrades)

Volume — one of my favorite tells as you can't hide it
Technical Setups

Tracking Studies that show if your overbought/oversold

« Options
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Call attention to a name in play

Often an indictor of momentum coming into or leaving a name
Great when you have a technical setup, provides the cherry on top
Show sentiment in a name or the overall markets



Trading with an Edge

« The more reason’s you have to get into a
position the more likley it is to work

» Technical Work and News are homework you
should do every night or morning before the
market opens

* Options and Volume give you that real time
edge during trading hours
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Options Basics
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What are Options

« They are contract on a underlying equity
* Stocks... ETF's as well as VIX and SPX

« They have a expiration date
* And are a decaying asset
« 1 Contract equal’s 100 shares of the underlying stock

*  Simply put they provide leverage
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What are Options

= There are 2 types of Options
= Puts — typically used if you believe the equity is going to go down are you want to have
protection
= (Calls — typically uses if you believe the equity is going to move up

= The twist.. They can be sold or bought to open thereby changing how they work
= |f a Call was BOUGHT TO OPEN would be considered Bullish

= |fa Call was SOLD TO OPEN would be considered Bearish
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TrodersMestup.net



What are Options

= Continued

= |f a PUT was BOUGHT TO OPEN..

would be considered Bearish

= |faPUT was SOLD TO OPEN
would be considered Bullish
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What are Options

* Once we know what options can do
then it is about interpreting the
option flow thought the day

« |If you don't know it can be
overwhelming, as you can see by

how many options traded on
Monday

Option Alert
T"“'I preliminary o |'|tir'| n volume of
Tmillion today is 12% above recent

average. Puts |—|- alls 19.57M to

13.57M.




What are Options — Terms to Know

Sweeper —Most aggressive, order
goes across multiple exchange to fill
as fast as possible

Block — negotiated with a since
exchange

Split Ticket —Part block, part sweep
couldn't fill on single exchange
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Volume — How many options have
traded on that strike today

Open Interest — How many options
are still open on the line

Bid/Ask — How the options come in
give us clue to if they options were
bought or sold



What are Options — Implied Volitility

o IMPLIED VOLITITILTY - Not a Greek but has huge effectup on options. IV
Moves the option price often without a move in the underlying equity. IV Measure
of Uncertainty

= Implied Volatility Goes up running into events such as Earnings
= Implied Volatility Will Rise based on Large Option Buys

= Implied Volatility goes up When Market is in Corrective Phases
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What are Options — Implied Volitility
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Types of Option Flow
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Types of Option Flow

e Momentum Sweepers

o My favorite action repeated sweeps into a name

e Big Blocks/ Orders

O Not as reliable the last year. But used to be the stable of option traders

e Sentiment Flow (mostly ETF's SPY etc)

O Is the order type bullish or bearish — Shows you how the market feels

va
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Types of Option Flow — Momentum Sweeps

e Characterized by continued repeated sweeps into the same name

o Can often start with a unusal order, but once the fuse it lit the name begins to
move and they keep hitting options over and over

o Sweeps force Market Makers to hedge the position, which can force more
action in the same direction.

m Call buying forces the MM to buy the stock to Hege, sending the stock
higher

O Creates a pile on effect as traders scramble to get onboard.
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Z Optionsmike

Z Optionsmike

Momentum Sweeps — SGILD i
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Momentum Sweeps — SGILD
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Types of Option Flow — Unusal Block

e Large Unusual Option Block Stands Out Due to....
O  Size — Number of Contracts
o Money - SSS Amount always important
© How Far Out of the Money Are They

O Works best when they start sweeping closer to the money and/or closer in
time

-~ TSLA Mar20 100 Puts 22000 at $0.09 $198k 5= 10/ g Kele] 80 =11 e} AMEX [Above Askl
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Unusual Block SMU
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Types of Option Flow — Sentiment

What typo of option flow we are seeing is a great sentiment
read on the overall markets

o Big put flow... market is leaning bearish

o Big call flow... market is leaning bullish

You can see into today’s late rally the flow on the SSPY was
mostly PUTS
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Types of Option Flow — Sentiment
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Volume | 21,899,150,801



Types of Option Flow — Sentiment End of Day

$ONE:$CPC COne/CBOE Options Total Put/Call Ratio (EOD) INDx @ StockChartscom
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Types of Option Flow — Interpretation

e Option flow can be very hard to interpret
e Often they are closing positions when it looks like the are buying

e Calls are often sold to open, translation bearish

o Typically the further out of the money the more likely they are sold to open

e Please don't just watch flow by your self learn, follow someone who
knows
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Momentum Sweeps — SBABA False

e SBABA consistent small sweeps into JAN
210C over 9,000 traded

e Stock no really reacting to the flow

e Check Open Interst Next day.. -9929
Closed!

Will check tomorrow
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