

    
        
          Options Trading for Beginners: How to Generate Predictable Income and Make a Living Without Taking Big Risks, Even if You’re a Complete Beginner

        

        
        
          Investing for Beginners, Volume 4

        

        
        
          Greg Middleton

        

        
          Published by Greg Middleton, 2023.

        

    



  
    
    
      While every precaution has been taken in the preparation of this book, the publisher assumes no responsibility for errors or omissions, or for damages resulting from the use of the information contained herein.

    
    

    
      OPTIONS TRADING FOR BEGINNERS: HOW TO GENERATE PREDICTABLE INCOME AND MAKE A LIVING WITHOUT TAKING BIG RISKS, EVEN IF YOU’RE A COMPLETE BEGINNER

    

    
      First edition. October 29, 2023.

      Copyright © 2023 Greg Middleton.

    

    
    
      Written by Greg Middleton.

    

    
      10 9 8 7 6 5 4 3 2 1

    

  


	










Options Trading for Beginners



How to Generate Predictable Income and Make a Living Without Taking Big Risks, Even if You’re a Complete Beginner

 

 

 

 

 

 

 

Greg Middleton

 


© Copyright 2022 - All rights reserved

The content contained within this book may not be reproduced, duplicated, or transmitted without direct written permission from the author or the publisher.

Under no circumstances will any blame or legal responsibility be held against the publisher, or author, for any damages, reparation, or monetary loss due to the information contained within this book, either directly or indirectly.

Legal Notice:

This book is copyright protected. It is only for personal use. You cannot amend, distribute, sell, use, quote or paraphrase any part, or the content within this book, without the consent of the author or publisher.

Disclaimer Notice:

Please note the information contained within this document is for educational and entertainment purposes only. All effort has been executed to present accurate, up-to-date, reliable, and complete information. No warranties of any kind are declared or implied. Readers acknowledge that the author is not engaged in the rendering of legal, financial, medical, or professional advice. The content within this book has been derived from various sources. Please consult a licensed professional before attempting any techniques outlined in this book.

By reading this document, the reader agrees that under no circumstances is the author responsible for any losses, direct or indirect, that are incurred as a result of the use of the information contained within this document, including, but not limited to, errors, omissions, or inaccuracies.

 


Table of Contents

Introduction: Welcome to the World of Options Trading

Benefits of Trading Options

Lower Up-Front Costs

Reduced Risk

Higher Returns

More Strategies

Fixed Stock Prices

Hedging

Make Money on Stagnant Stocks

Bottom Line

Chapter 1: What Are Options?

What Are Options?

Important Terminology

Underlying Security

Strike Price

Premium

Expiration Date

Last

Volume

Ask

Holder and Writer

Bullish and Bearish

The Greeks

Delta

Gamma

Theta

Vega

Rho

Types of Options

Call Option

Characteristics

Price

Put Option

Characteristics

Price

Chapter 2: Getting Started

Why Options?

Speculation

Income

Protection

Open a Brokerage Account

Do Your Research

Find Free Education

Customer Service

Check Out the Trading Platform

Start Practicing

Choose an Action Plan

Go Live

Chapter 3: Techniques to Make Money Trading Options

Long Call

Covered Call

Long Put

Short Put

Married Put

Bull Call Spread

Bear Put Spread

Protective Collar

Long Straddle

Long Strangle

Iron Condor

Long-Call Butterfly Spread

Iron Butterfly

Chapter 4: Trading Strategies

Day Trading

Trend Trading

Scalping

Swing Trading

News Trading

Chapter 5: Selling Options

Selling Calls

Covered Calls

Uncovered Call

Selling Puts

Cash-Secured Puts

Naked Puts

Covered Puts

Chapter 6: Risks of Trading Options

Taxes

Complicated

Uncertainty

Strict Entry Requirements

Limited Time

Risks Are Higher for Sellers

Things to Avoid When Trading Options

Throwing More Money at a Problem

Not Developing an Exit Strategy

Trading Illiquid Options

Holding On to Your Assets for Too Long

Spread Trading

Conclusion

References



 


Introduction: Welcome to the World of Options Trading

It was clear to me that other people could trade for a living, and if it was possible for other people to do it, then I could persevere long enough to figure it out. –Rob Booker

For the longest time, investing and trading options were something only done by Wall Street men in suits. The rest of us were content to make our money through our jobs and call it a day, but that isn’t true anymore. The rise of cryptocurrencies has shown that you don’t have to be a financial wizard to begin investing. Options Trading for Beginners is here to give you everything you need to start trading just as well as any Wall Street tycoon. 

The thought of trading options can be a scary one, especially if you’re new to the investment world. For as long as I can remember, trading options were made to seem like a complicated, high-risk way to make money. While trading options can be risky, there is nothing to be afraid of. By learning the best strategies for trading options, you can limit your risks and increase your earnings. 

Unlike trading crypto, options have been around for over 40 years. While many investors shy away from options because of the risks, there is a reason they have been around for this long. 

Benefits of Trading Options

The list of benefits to trading options is endless. If you’re still not sure if trading options is the best form of investing for you, here are just a few reasons to give options a shot. 

Lower Up-Front Costs

If you don’t have the capital to invest thousands of dollars up front, options are the way to go for you. As an investor, you will be able to purchase the same number of stocks for a fraction of the price when trading options. For example, if company X is selling their stocks at $50 and you want to buy 100 shares, it will cost you $5000. Instead of buying the stocks directly, you can look for an option similar to the shares you wanted to buy. You can then purchase a call option with a strike price of $100 for $34, significantly lowering your up-front costs.

While you will be paying less for your option, you will make just as much money as the person who simply bought shares. Meaning you will make a greater profit.

This is a strategy called stock replacement, and provided you choose the correct options to purchase; you can save a lot of money. The money you saved can either be a safety net in case of a loss or can be invested in a different option, increasing your chances of profits.

Reduced Risk

The general consensus is that options are riskier than most other investments, but that isn’t always true. Unlike buying regular stocks, you’re not obligated to keep your option if you feel that it won’t benefit you once the contract ends. Having the option to back out of a deal when things aren’t going as planned is a great way to reduce the amount of money you lose. Since options usually cost less than ordinary equities, you have already lowered your potential losses. 

Options are often used as a hedge. Hedges are investments made solely for the purpose of reducing the risk of another investment. Later in this book, we will go into more detail about hedges. For now, all you need to know is that using options as a hedge makes it safer than trading stocks. 

Higher Returns

It’s simple math; the less you pay up front, the higher your profits. We’ve established that it’s cheaper to buy options than buy stocks. For example, you and a friend buy the same number of shares, except they buy their shares directly as stocks, and you buy options. You will both make the same amount of money. The only difference is that you would have paid less for the option meaning you would have made a higher return than your friend. 

More Strategies

Trading options provide you with a new world of investment strategies. There are plenty of alternative strategies you can use to mimic certain positions. When this is done, it’s called synthetics. Synthetics provide investors with new ways to reach the same goals. This gives investors a kind of flexibility that can only be found when trading options. 

