Intermediate Options: A weekly options class

Classroom Session 3: One leg or two
Week 3
Homework

Please complete this homework before the next class in this course. We will review the answers
and the project at the beginning of the next class.

After reviewing last week’s material, which do you prefer?
A. Single-leg strategies
B. Multi-leg strategies

For the remaining questions, refer to these two strategies:

ABC stock priceis $94  Time to expiration: 3 months 1V30: 59.84

Long Call Bull Call Spread
1 ABCCall @ 100 $6.70 1 ABCCall @ 100 $6.70

-1 ABC Call @ 110 $3.70

Debit $6.70 Net Debit $3.00

Which of these is TRUE when comparing the Long Call to the Bull Call Spread listed above?
A. The long call will guarantee the most profit

B. The long call will potentially for the largest loss

C. The long call has a lower breakeven point at expiration

Which of these is TRUE when comparing the Long Call to the Bull Call Spread listed above?
A. The bull call spread will guarantee the most profit

B. The bull call spread has the potential for the largest loss

C. The bull call spread has a lower breakeven point at expiration
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When comparing a Long Call to a Bull Call Spread, at the start of the trade, the Delta and Vega will
be:

A. Higher on the Long Call
B. Higheron the Bull Call Spread
C. The same for both strategies

When comparing the Long Call to the Bull Call Spread, at the start of the trade, which will be
impacted most by the passing of time (Theta)?

A. Long Call
B. Bull Call Spread
C. Both Equally

When opening the Bull Call Spread, at what price might you have the LEAST likely
chance of being filled?

A. Net Bid
B. Mid-point
C. NetAsk

With all else remaining equal, at the beginning of the trade, which strategy wiill
gain in value more after a $1 increase in the underlying?

A. Long call
B. Bull call spread

Options trading entails significant risk and is not appropriate for all investors. Certain complex options strategies carry additional risk.
Before trading options, please read Characteristics and Risks of Standardized Options. Supporting documentation for any claims, if
applicable, will be furnished upon request.

Any screenshots, charts, or company trading symbols mentioned are provided for illustrative purposes only and should not be
considered an offer to sell, a solicitation of an offer to buy, or a recommendation for the security.

There are additional costs associated with option strategies that call for multiple purchases and sales of options, such as spreads,
straddles, and collars, as compared with a single option trade.

Greeks are mathematical equations used to determine the effect of various factors in options.
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