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OPTIONS 101

Options are an amazing way to generate cash flow and profits in your
trading account.

I’'ve been trading options for decades!

While some options strategies can get complicated, oftentimes I've found
the simplest strategies are the best.

With that said, | decided to create a guide of sorts for beginning traders.

This will be good enough to give you the basics and start you on a
profitable journey of profitably trading options.

Just remember there is risk in all kinds of options trades... so if | can give
you one piece of advice... understand the downside before placing any
trade.

Once you know the downside, you'll know what to do if the trade moves
against youl!

OK, let’s get started...

Where to Start with Options

Just like learning anything new, it will take time. So don’t get discouraged.
Just keep at it, and before long, you’ll be an options pro!

Here’s the basics of how options work...

There are a few parts to any option trade.
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First you have the underlying security. If you're trading AT&T options, the
underlying security is 100 shares of AT&T stock (Ticker T).

- This is important, ONE options contract represents 100 shares of
stock. If you buy 5 options contracts, you “control” 500 shares of the
underlying stock!

The Second part is the type of option - either a CALL or PUT option.

Think of it this way - the owner (buyer) of a call option makes money when
the stock price goes up. The owner (buyer) of a put option makes money
when the stock price falls.

The next part of an option is the Strike price.

This is the price per share the option buyer and seller agree to transact
business.

So if you BUY a Call Option on AT&T Stock (Ticker: T) and the strike price
is $20... That means you can buy 100 shares of AT&T for $20 per share -
and the person who sold you the Option must deliver 100 shares of AT&T
agreeing to accept $20.

Then we have the Expiration date. This is the day the option contract
expires. So, if you own a Call option you will either want to Sell it or
exercise it before expiration.

One last bit of information is the Options Price. Options Prices are always
quoted per share.

So, if you see an options contract (a put or call) and the prices is say
$1.35... the entire contract cost’'s $135. ($1.35*100 shares = $135)

| know we covered that very quickly so let’s go over a few specifics...
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CALL OPTIONS

An option is defined as a contract between a buyer and a seller for a
specific period of time.

The buyer of a call option has the right, but not the obligation, to purchase
100 shares of stock at a specific price by a specific date.

This has the effect of locking in the purchase price for a period of time.
When you BUY a call option often it's called being LONG the option.

Clearly if you think a stock is going to go up in price, you can profit by
purchasing a call option.

You can SELL a call option too!

The big difference here is when you sell a Call Option you have an
obligation to sell 100 shares of stock at a specific price before the contract
date.

When you SELL a call option you’re considered SHORT the position.

Clearly if you think a stock is going to go down in price, you can profit by
selling a call option.

Now that you understand how a CALL option works... let’s look at the other
side...

PUT OPTIONS

Put options are an easy way to profit when we see the market or a stock or
ETF heading lower.
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Just like a call option, a Put Option is still a contract between a buyer and a
seller for a specific period of time.

However, in this case, the buyer has the right, but not the obligation, to sell
100 shares of stock at a specific price by a specific date.

This has the effect of locking in the sales price for a period of time.

If I buy a put option, | have the right to sell those 100 shares at that specific
stock price.

That's great news as the owner of a put option because if the market
decides to make a move lower, then the put option is going to increase in
value.

Even though | bought that contract, it actually increases in value when the
market moves lower.

It gives us a tremendous amount of flexibility because now, | don't care
which way the market goes. We can make money in bullish and bearish
markets.

On the flip side, we can BUY or SELL put options.

If I decide to sell a put option, | have the obligation to buy 100 shares of
stock at a specific price up until a specific date.

The key point to remember as an options seller is that we have
obligations.

MONEYNESS

An option’s Moneyness describes how far in or out of the money the
position is.

At the Money (ATM) is when the underlying price is equal to the strike

price.
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An In the Money (ITM) call means the current price of the stock or ETF is
greater than the agreed upon price in the contract.

An In the Money (ITM) put means the current price of the stock or ETF is
less than the agreed upon price in the contract.

An Out of the Money (OTM) call means the current price of the stock or
ETF is less than the agreed upon price in the contract.

An Out of the Money (OTM) put means the current price of the stock or
ETF is greater than the agreed upon price in the contract.

EXPIRATIONS - Monthly, Weekly, Daily Options

When trading options you will have the ability to pick from a number of
different options expiration dates.

MOST stocks trade monthly options. Monthly options will expire on the third
Friday of every month.

MANY stocks, especially those with large trading volumes, trade Weekly
options. Weekly options will expire each Friday as the name suggests.

There are also Very long term options called LEAPS - Normally these are
options that don’t expire for 1 or 2 YEARS!

Recently Daily options also called Zero DTE (0-DTE, or Zero days to
expiration) have started trading. These options expire on a specific date.
For example you can trade an option that expires on Tuesday, or
Wednesday, or Monday or Thursday... Yes, Friday too!

Only a handful of ETFs trade 0-DTE options at the moment, but their
popularity is growing

Quick List of 0-DTE options
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Here are the Securities that trade Zero-DTE options:

Nasdaqg 100 Index (NDX)

S&P 500 Index (SPX)

Mini-SPX Index (XSP)

SPDR S&P 500 ETF Trust (SPY)
Invesco Nasdaq 100 Trust (QQQ)

All of the different length of the contracts can give us tremendous flexibility
and as you get more experienced you can use a mixture of expirations in
your trades.

One thing to watch closely is the liquidity levels on these options.

When you compare the weekly vs the monthly options side-by-side, nine
times out of 10, the monthly options are going to have more volume and
open interest. Because of this, they are going to be easier to trade. You'll
be able to get in and out of trades faster and at better prices.

As a rule of thumb, | like to see a minimum of 50x the open interest in an
option I’'m looking to trade... so if I'm trading One Call option - | like to see
a minimum of 50 In open interest... If I'm trading 10 options contracts - |
like to see 500!

A quick note - when | started trading | was confused by Volume and Open
Interest.

Volume is the number of trades that happen in that particular option over
the course of a day.

Open Interest is the number of unsettled options trades since the option
started trading... This is the aggregate over the course of weeks or months.
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Options Pricing Models & The Greeks

Options Pricing Models can be very complex... for example - the guys who
created the Black Scholes Options Pricing model won a Nobel prize in
economics.

Seriously. A Nobel Prize.

I’'m not going to bother with that information right now... it's boring anyway!

The other thing you'll hear a lot of people discuss is “The Greeks”

These are the variables found inside the pricing models... it includes things
like, Delta, Gamma, and Theta.

If you really want to know about this stuff - get a couple of options books
written by college professors. They make nighttime reading amazing - and
will help put you right to sleep.

Here’s what you really need to know.

The best options traders sell when volatility is high, buy when volatility is
low, and are always taking advantage of time decay.

Time decay is just a fancy way of saying the closer an option is to
expiration, the faster the value will fall.

OK, enough of the theoretical stuff, let’s look at real trades.

Trade Strategy #1 & #2 - Long Calls & Long Puts

Buying puts and calls is the simplest strategy in options trading... All you
need to do is have conviction for which way a stock is trending.

Let’s say you've been watching META stock for a while and it looks like it's
going to trend higher. Once you figure out where you think the stock is
going to go you can simply purchase call options.
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If you think the stock is going lower you can buy put options.
Super simple...
Now here’s a few tips.

When buying puts and calls, you want to balance the time to expiration with
how close the strike price is to being in the money.

If you use short term options (like ZERO DTE, weekly, or monthly options)
you probably want to buy options that are close to “in the money”.

They will be more expensive, but the probability of hitting a winning trade is
improved.

That said if the trend you see is longer term, feel free to buy farther out of
the money options - just be sure to buy longer dated contracts... so you
can capture as much of the move as possible.

One professional trader | know likes to double his expected time
horizon on Long Options.

In other words, if he thinks the stock is going to move in the next 2 weeks -
he buys an option that expires in 4 weeks or more!

Once you master the Long Call trades (when you think a stock is going up)
AND the Long Put trades (when you think a stock is about to fall)... then
you can start trading more complex setups.

The next trade type to learn has you trading 2 of the same options (2 call
options for example). The difference is you buy one and sell one.

That’s called a Vertical spread...

Trading Strategy #3 - Vertical Spreads
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Vertical Spreads are the next logical step up from basic puts and calls.

The vertical spread trade gives you some great flexibility. It's perfect when
you expect a small move in an underlying stock - but not too big of a move.

Here’s how it works...

A vertical spread is where you buy one strike, and at the same time sell a
different strike... with the same expiration dates.

Why do this?

Because you are both buying and selling options, your cost to purchase an
option can be lower - by 30% to 50%!

Now here’s a tip...

When you place these kinds of trades, you're often giving up the unlimited
upside for buying at a lower cost basis.

For example, if a stock is trading at $40... you might buy a $45 call and sell
a $50 call. The premium from the call you sell offsets the call you bought...
lowering your overall exposure.

Just remember - any movement above the $50 mark - the profits will go to
someone else!

The cool thing about a vertical spread is it works on put options as well. If
you think a stock is moving lower, instead of trading calls, you can trade
puts!

These types of trades are best when you believe a stock is moving solidly
in one direction or another - but not too quickly!

What's next?
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OTHER Options Strategies

Once you master the Options Basics and have a few trades under your
belt, you can start mixing and matching trade types.

You can place Credit Spreads and Debit Spreads... you can learn about
Calendar Spreads, and Ratio Spreads. You can even sell Covered Calls
and Cash secured Puts.

One thing | recommend you stay away from is naked put selling - that’s a
fast way to destroy your trading account - and lose a lot of money.

If you only sell an option - either a call or put - you are naked. Make sure
you are always pairing up your options trades!

| don’t have time to go into all of those different trade strategies here... but
as you develop your experience you can start placing these more complex
trades that are specialty made for certain trading situations.

And if you stay a dedicated reader of the ZenectWealth.com newsletter -
I'll be talking about these very trade strategies more in the future!

Which Strategy To Use?

Many beginning traders are confused by which strategy to use - that’s why |
only taught you three of them!

Keep your trading simple.

You need to realize, There is no perfect options strategy for all market
conditions.

Your strategy selection will depend on your outlook for that stock or ETF
and your risk tolerance.
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If you're strongly bullish, the Long Calls are the way to go. They will give
you the most profit potential but will also come with more risk.

If you want to be a little bit more conservative, a Long Call Vertical Spread
is our way of reducing that cost by 30% to 50%.

If you're strongly bearish, the Long Puts are the way to go. They will give
you the most profit potential but will also come with more risk.

If you want to be a little bit more conservative, a Long Put Vertical Spread
is our way of reducing that cost by 30% to 50%.

What's next?

Once you master those trade types, I'd recommend looking at credit
spreads. They’re an amazing way to put money in your pocket at the start
of a trade. You really get to capitalize on changing volatility and options

decay!

More on those in a future report...

Good Trading,

David Goldstein
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Disclaimer

Copyright 2023-2025 © by Zenect, LLC. All Rights Reserved. Protected
by copyright laws of the United States and international treaties. Any
reproduction, copying, or redistribution of this report or its contents, in
whole or in part, is strictly prohibited without the express written permission.

FOR EDUCATIONAL AND INFORMATION PURPOSES ONLY; NOT
INVESTMENT ADVICE.

This report and all of our products, emails, blog posts, social media posts
and content are offered for educational and informational purposes only
and should NOT be construed as a securities-related offer or solicitation or
be relied upon as personalized investment advice.

Our company, employees, and contractors, are NOT financial advisors,
registered investment advisors, or a Broker/Dealer. We do not offer or
provide personalized investment advice. Although our employees and
contractors may answer general customer service questions, they are not
licensed under securities laws to address your particular investment
situation. Nothing in this report, nor any communication by our employees
or contractors to you should be deemed as personalized investment
advice.

There is a risk of loss in all trading, and you may lose some or all of your
original investment. Results presented are not typical.

Past performance is no guarantee of future results. All information is issued
solely for informational purposes and is not to be construed as an offer to
sell or the solicitation of an offer to buy, nor is it to be construed as a
recommendation to buy, hold or sell any security. All opinions, analyses and
information contained herein are based on sources believed to be reliable
and written in good faith, but no representation or warranty of any kind,
expressed or implied, is made including but not limited to any
representation or warranty concerning accuracy, completeness,
correctness, timeliness or appropriateness. Investments recommended in
this publication should only be made after consulting with your financial
advisor.
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Examples in these materials are not to be interpreted as a promise or
guarantee of earnings or profits. Earning and profit potential is entirely
dependent on the person using our product, ideas and techniques. This is
NOT a “get rich scheme.”

Your level of success in attaining the results claimed in our materials
depends on the time you devote to the program, ideas and techniques
mentioned, your finances, knowledge, and various skills. Since these
factors differ according to individuals, we cannot guarantee your success or
income level. Nor are we responsible for any of your actions.

Hypothetical performance results have many inherent limitations, some of
which are described below. No representation is being made that any
account will or is likely to achieve profits or losses similar to those shown;
in fact, there are frequently sharp differences between hypothetical
performance results and the actual results subsequently achieved by any
particular trading program.

One of the limitations of hypothetical performance results is that they are
generally prepared with the benefit of hindsight. In addition, hypothetical
trading does not involve financial risk, and no hypothetical trading record
can completely account for the impact of financial risk of actual trading.

For example, the ability to withstand losses or to adhere to a particular
trading program in spite of trading losses are material points which can also
adversely affect actual trading results. There are numerous other factors
related to the markets in general or to the implementation of any specific
trading program which cannot be fully accounted for in the preparation of
hypothetical performance results and all which can adversely affect trading
results.

Owners, management, employees, contractors and members of their
family, affiliates, and agents may hold stock in profiled companies, some or
all of which may have been acquired prior to the dissemination of this
report. They may buy or sell stock in profiled companies at any time with or
without notice. We may benefit from any increase in the share prices of
profiled companies.
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There is an inherent conflict of interest in our statements and opinions and
such statements and opinions cannot be considered independent.

Through the use of this email, article, report, or website you agree to hold
our company, our owners, management, employees, contractors, affiliates,
and agents harmless and to completely release them from any and all
liability due to any and all losses, damage, or injury monetary or otherwise
that you may incur.

Information contained in our emails and on our website contains
"forward-looking statements." Subscribers are cautioned not to place any
undue reliance upon these forward-looking statements. Any statements
that express or involve discussions with respect to predictions,
expectations, beliefs, plans, projections, objectives, goals, assumptions or
future events or performance are not statements of historical facts and may
be "forward-looking statements". Forward-looking statements are subject to
a number of risks, known and unknown, that could cause results or
operations to differ materially from those anticipated. We have no obligation
to update forward-looking statements. Some of the statements and
financial projections contained in the material are forward-looking
statements and not statements of fact.

Forward-looking statements are generally accompanied by words such as
"intends”, "projects”, "strategies", "believes", "anticipates”, "plans", and
other terms which convey the uncertainty of future events or outcomes. No
assurances are given that such expectations will prove to have been
correct. Readers are cautioned not to place undue reliance on

forward-looking statements

Specific financial information, filings and disclosures as well as general
investor information about publicly traded companies, advice to investors
and other investor resources are available at the Securities and Exchange
Commission website (http://www.sec.gov) and (http://www.nasd.com)

Futures and forex trading contains substantial risk and is not for every
investor. An investor could potentially lose all or more than the initial
investment. Risk capital is money that can be lost without jeopardizing
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ones’ financial security or lifestyle. Only risk capital should be used for
trading and only those with sufficient risk capital should consider trading.
Past performance is not necessarily indicative of future results.

If you trade options, we recommend you read and fully understand all the
information contained in the Characteristics and Risks of Standardized
Options. It's also known as the Options Disclosure Document and it
explains the characteristics and risks of exchange traded options.
(https://www.theocc.com/Company-Information/Documents-and-Archives/O
ptions-Disclosure-Document)

It is imperative that all readers visit our website for our Terms of Use and
our privacy policy, and for compensation and other important disclosures.
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