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Disclaimer 

1. Not licensed to give financial advice 

2. The content is for education and sharing purpose 

3. The content is not for any specify investment product 

4. Responsibility is purely your own  

5. Any stock opinion or advice is for illustration purpose 

6. Markets are random, no one can predict with 100% accuracy 

7. This session is not selling any System, Signals or Seminar 



 My Learning Journey 

 What is Options 

 Two concept: Probability and Time decay 

 Simple Option game plan 

 Options using TA+PA+FA 

 

 Q & A 

Agenda 



Definition: 
 
An option is a financial derivative that represents a contract sold by 
one party (the option writer) to another party (the option holder). 
The contract offers the buyer the right, but not the obligation, to 
buy (call) or sell (put) a security or other financial asset at an 
agreed-upon price (the strike price) during a certain period of time 
or on a specific date (exercise date). 
 
Read more: Option Definition | Investopedia 
http://www.investopedia.com/terms/o/option.asp#ixzz4SggOlm00  
 
When I read this, Kong simi ha? 

What Is Option? 

I don’t understand  



Call Option 

Call options give the option to buy at certain price, so the buyer would want the 
stock to go up. Conversely, the option writer needs to provide the underlying shares 
in the event that the stock's market price exceeds the strike due to the contractual 
obligation. An option writer who sells a call option believes that the underlying 
stock's price will drop relative to the option's strike price during the life of the 
option, as that is how he will reap maximum profit. 

 

Put Option 

Put options give the option to sell at a certain price, so the buyer would want the 
stock to go down. The opposite is true for put option writers. For example, a put 
option buyer is bearish on the underlying stock and believes its market price will fall 
below the specified strike price on or before a specified date. On the other hand, an 
option writer who shorts a put option believes the underlying stock's price will 
increase about a specified price on or before the expiration date. 

 

My thinking is that – Wu kong gana bo kong 

More Definition 

I really don’t 
understand??? 

http://www.investopedia.com/terms/m/market-price.asp
http://www.investopedia.com/terms/c/calloption.asp
http://www.investopedia.com/terms/s/strikeprice.asp


Definition: 
Options is a type of contract between two parties where one 
grants the other the right to buy or an obligation to sell a financial 
asset in the future. 
 
It is 
1. Derivative product – financial contract whose value derives from 
the value of underlying stocks 
 
2. Leverage product – borrowed funds to gain a higher return 
 
3. Bundled shares – each contract generally is 100 shares 
 

 
 
 

More info on Option? 



Option Platform 

Wah, I want to give up oredi   



 Understanding Option concept 
 Read and don’t understand 
 Four month to get the basic concept internalized 
 Had to get the hand and feet wet  
 Jump in without knowing everything 

 

 Using the Option platform   
 Overwhelming features  
 More complex and hard to navigate 
 Need to attend a few round of platform training 
 Need friends to handhold  for a period of time 
 

 

Two Biggest Challenge in learning 
Option  



My Options learning process 

 Classes 

 Books   (10%) 

 Youtube, online   

 

    

Information 

Knowledge 

Insight 

 Friends   (20%)  

 

 

  Practise     (70%)  



Learning option online 
https://www.tastytrade.com/tt/shows/step-up-to-options 
http://www.optionseducation.org/en.html 
https://tlc.thinkorswim.com/center.html or Scott Connor webinar (Tuesday night) 
http://www.cboe.com/ 
https://optionalpha.com/ 
http://www.investopedia.com/ 
https://www.youtube.com/ 

 
Idea for Option play 
https://www.borntosell.com/search 
http://www.barchart.com/options 
https://www.borntosell.com/search 
https://www.fatpremiums.com/ 
http://www.gurufocus.com/ 
http://finviz.com/ 
 

Strategy Option 
http://www.theoptionsguide.com/option-trading-strategies.aspx 
http://www.investors.com/default.htm 
http://www.optionsplaybook.com/option-strategies/ 
 

Online Resources  

https://www.tastytrade.com/tt/shows/step-up-to-options
https://www.tastytrade.com/tt/shows/step-up-to-options
https://www.tastytrade.com/tt/shows/step-up-to-options
https://www.tastytrade.com/tt/shows/step-up-to-options
https://www.tastytrade.com/tt/shows/step-up-to-options
https://www.tastytrade.com/tt/shows/step-up-to-options
https://www.tastytrade.com/tt/shows/step-up-to-options
http://www.optionseducation.org/en.html
https://tlc.thinkorswim.com/center.html
https://tlc.thinkorswim.com/center.html
http://www.cboe.com/
http://www.cboe.com/
https://optionalpha.com/
https://optionalpha.com/
https://www.borntosell.com/search
https://www.borntosell.com/search
https://www.fatpremiums.com/
https://www.fatpremiums.com/
https://www.fatpremiums.com/
http://www.gurufocus.com/
http://www.gurufocus.com/
http://www.theoptionsguide.com/option-trading-strategies.aspx
http://www.theoptionsguide.com/option-trading-strategies.aspx
http://www.theoptionsguide.com/option-trading-strategies.aspx
http://www.theoptionsguide.com/option-trading-strategies.aspx
http://www.theoptionsguide.com/option-trading-strategies.aspx
http://www.theoptionsguide.com/option-trading-strategies.aspx
http://www.investors.com/default.htm
http://www.investors.com/default.htm


Definition: 

Options a type of contract between two parties where 
one grants the other the right to buy or an obligation to 
sell  financial asset in the future 

 

 

Contract: Sumpah, Guaranteed, 发誓, Promise 

Buy or Sell: pay $ or collect $  

In the future: Expiration in 5 days , 30 days etc 

Simplified Options meaning 



Option = Promise and consist of only 5 main components 
 
1. CALL = future price Climb Above current market price  
2. PUT = future Price Under current market price 
3. SELL = Collect money but need to deliver promise (obligation)  have high 

risk and limited potential profit  
4. BUY = Pay money to buy promise (right) with limited risk and high 

potential profit   
 

Only four permutation using this four simple understanding 
 

And finally 
5. Expiration = Last day the promise is valid    

My way to Understand Option 



Buy PUT –give 
you the choice 
to SELL a stock 
at a set price 
for a set period 
of time  

Buy CALL –give 
you the choice 
to BUY a stock 
at a set price 
for a set period 
of time  

What is BUY PUT and CALL option? 

Future price 

Punter Game 
winrate < 33% 



Sell PUT –
obligation to 
BUY a stock at 
a set price for a 
set period of 
time  

Sell CALL –
obligation to 
SELL your 
stock at a set 
price for a set 
period of time  

What is SELL PUT and CALL option? 

Future price 

Insurance Game 
winrate > 67% 



1. Analyse whether the stock will go up or down in the future 

2. Select Expiration date 

3. Select one or two of the following option :  

 Sell PUT = need cash to buy stock (cash secured put) 

 Buy PUT = Need Stock to sell away (covered PUT) 

 Sell CALL = Need stock to sell away stock (covered CALL) 

 Buy CALL = Need cash to buy stock (cash secured call) 

4. Monitor, manage or do nothing  

  

What I do on  



Simple Option Strategy 

CALL PUT 

BUY  

SELL 

Start = current market price and End = future market price on expiration  

Need Cash 

Need cash 

Need stock 

Need stock 



 Desc 
$$$ 

premium Intent to  Need  Risk 

Sell 
Put 

Collect   Buy stock   Cash  High 

Sell 
Call 

Collect   sell stock to collect   Stock  V High 

Buy 
Put 

Pay   sell stock to collect   Stock Low 

Buy 
Call 

Pay   buy stock   Cash  Low 

Picture paint a thousand words 



First concept : probability game 

Zone 1 

Zone 2 

Zone 3 

Zone 4 

Zone 5 



Bell Curve of Stock Price movement 

Zone 1 

Zone 2 

Zone 3 

Zone 4 

Zone 5 



Probability of Winning 

Normal Distribution of 
stock price movement 



Stock Movement and Notable Event  

Neutral 

Nov Dec Jan Feb Mar 

Notable event: earning, split, M&A etc 

$60 

$45 

$50 

$35 

$40 

Apr? 



Second concept : Time decay  

Time 
Decay 



1. Higher chances of winning and able collect small and 
consistent premium regularly 

2. Collecting profit from the market is simple not easy 

3. Time is always on my side 

4. Even flat or slightly against my position, still profitable 

5. No need to wait for perfect entry, average entry is good 
enough 

6. Risk can be mitigated by adjustment  

7. Option can use to hedge existing portfolio 

8. Can achieve higher return with small capital 

9. Multi-direction to collect premiums 

 

 

Why option ?  



Simple Option method 

 
 
 
 
 
 

 
 
 
 
 
 

CALL PUT 

BUY  
pay $ 
(Punter) 

SELL 
Collect $ 
(Insurer) 

Sell CALL 

Buy 
PUT 

Buy 
CALL 

Sell 
PUT 

Prob win > 67% 
 
ROI ~ 1-3%  

Prob Win < 33%  
 
ROI >10% -100% 

Start 

Start 

Start 

Start 

End 

End 

End 

End 

Which is better Punter (winrate <33%) or Insurer (winrate >67%)?  



Pros and Cons 

Pros 
o Probability game 
o Simple math on entry for strike price 
o Sell Insurance to buyer of Options on regular basis 
o Collect small and consistent premium (at least 5 different stocks) 
o Typically let it expires worthless with high success rate 

 

Cons  
• Hard to get 100% winrate all the time 
• Diversification is necessary 
• Loss can be quite high 
• Holding period can last up to a year or more  
• Poor use of BP or margin (bullets) 



Simple Option Game plan 

Step 1 

Repeat 

Step 2 

Repeat 

Redo 

Always Remember: Sell cash-secured PUT and Covered CALL 



 Fundamental Analysis (Select good companies) + Option  

F score, Z score, M score, PE, PEG, PB, EA, Net Profit Margin, DE, Div, 
Market Cap,  PL Earning Line, FA Funnel,  DCF, Target price, Graham 
number, projected FCF etc.  

 

 Personal Analysis (affirm with Optimism chart) + Option 

 

 

FA + PA = TA 



FA + PA = TA  

Technical Analysis (Select good entry ) 

There are many TA indicators chose  

the one you most familiar,  

Eg candles reversal signal . 

 

Hammer and shooting star families  

1. Touch double BB band  

2. Long tail or confirmation candlestick  

3. Entry on next candle above the body 



Option journal winrate 
2013 – 2014 Monthly Options 

S/N Month WinRate

1 Aug-13 75%

2 Sep-13 78%

3 Oct-13 100%

4 Nov-13 71%

5 Dec-13 68%

6 Jan-14 81%

7 Feb-14 90%

8 Mar-14 96%

9 Apr-14 97%

10 May-14 95%

11 Jun-14 87%

12 Jul-14 80%

13 Aug-14 84%

14 Sep-14 57%

15 Oct-14 89%

16 Nov-14 94%

 84%

2015 1H  Weekly Options 
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 Don’t use funds that you cannot afford to lose 
 

 Know thy risk - High risk for those that don’t understand 
 

 Sell cash-secured PUT and sell covered CALL  
 

 Wealth from get-rich-quick schemes quickly disappears but 
whoever gathers money little by little makes it grow (safe 
option) 
 

 Be a seller for high winrate  
 

 Divide your investments among many sector/companies, for 
you do not know the risks ahead  

What I learned  



Becoming a consistently profitable 
trader is a process of trial and error that 
must be unique to only you. It takes 
three to five years to figure out what 
your edge will be … and then a lifetime 
of refinement 

 
    - Peter Brandt 

Q & A 


