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Lesson 2

Option Basics

; — — Selling Cash-Secured Puts
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3 stock or exchange -traded fund (ETF)

aght to the option buyers to sell us their shares
tain price (STRIKE PRICE)

;certam date (EXPIRATION DATE)
—— 3 Recelve a cash return for undertaking this obligation

,,- (OPTION PREMIUM)

® Place cash in our brokerage account to cover the possible
sale to us
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to BUY. 100 shares of stock

= Rut- = th ght to SELL 100 shares of stock
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?We,are seIIing put options after securing the potential

- trade with cash
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ntsthesmoney (ATM): Strike Price ($30) = Stock price ($30)
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MNLTNSICVa ,,'_ E*dollar amount the premium is ITM. If a stock is $28 and the $30 put

value = $2.

ERNime Value: Option premium above the intrinsic value ($1 in above example)
. _ﬂ,,;;g; 17 ' sﬁikeé have intrinsic value
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=) ﬂTM and OTM strikes consist of ALL time value
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° No more definitions!
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——— - .
e — —
e

WFINANCE YAHOO.COM

= >
—— e ——

— e

- qv -’

—

—— == ok
—

—_—



-
WW.FINANCE.YAHOO:GOM

YAFIoOO!

FINANCE

HOME INVESTING NEWS PERSONAL FINANCE

NUAN

NCVLX Nuance Concentrated Valugynstitutional

SC2.SsG NUANCE COMMUNICATNS

2311897.SG NUANCE COMMUNICATNS

SC2F NUANCE COMMUNICATNS

sSCcCa2.MuU NUANCE COMMUNICATNS

sca2.pu NUANCE COMMUNICATNS

SC2.BE NUANCE COMMUNICATNS

Show all results for nuan

Ti ] parate multiple quotes. Learn more... d
MUNeEranan-expecieu pront g reucX SUlWweEIigney more wannngs aouout
Europe. The U.S. equity market continued its familiar back-and-forth
More »

Zynga prices shares at $10, Gross can't stop the bleeding from flagship bond

top end of range: IFR reute fund rReut

Zynga Inc priced its shares at the Dudley: Fed's dollar lines shield U S. from Europe
top end of its expected range at

$10 per share on Thursday. a Fitch downgrades seven global banks
source close to the process told the International ¥
oo o Do oo [ P o s italy's Monti faces confidence vote on austerity
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YAFIOOY!., FINANCE

INVESTING PERSONAL FINANCE

MY POI
‘ Get Quotes

Dow 4 0.38% Nasdaq 10.07%
Nuance Communications, Inc. (NUAN)

rerine ron 30w @
QuOTES *LESS %

carh

» Summary
Order Book
Options Nuance Communications, Inc. (NasdagGs: NUAN )
Historical Prices After Hours: 24.95 10.88 (3.66%) 7:10PM EST

CHARTS Last Trade 24.07 Day's Range: 23.54 -24.18

Interactive Traife Thie 4:00PM EST 52wk Range 15.56 - 26.97
Basic Chart

Change 40.55 (2.34%) Voluma 4036241

Prev Close 23.52
23.81 Market Cap 7.24B

Basic Tech. Analysis Avg Vol (3m) 4,502,660
NEWS & INFO
Headlines Open
Financial Blogs Bid 22.53 x 100 P/E (tm) 198.93
Company Events Ask 26.72 x 200 EPS (ttm): 0.12
Mosseno Sowds 1y Target Est 27.03 Div & Yield N/A (N/A)

arket Pulse
People viewing NUAN also viewed

ComPANY FIO LULU GLW GMCR LNKD RVBD

Profile

Key Statistics



CanizoOI&Gas.hc.m"‘m
Last 44.69 Chg: +1.84 (+4.30%) Open 42.71 Avg Vol 1,136,547 Volume: 746,863

Bid: 44,55 Ask 44.60 High 4461 Low: 42.40 VW%Chg: -13.63%

Option Tools: Covered Calls Calculator Selling Puts Calculator

View. All Months Blue background = "In the Money’ ]

Puts
Intrinsic ) Open - Intrinsic . ol Open
{ d- YU
Interest Jalue interest
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1~M£)J'J Return="Unexercised

= ~$130/($4250 $130) =
— 3.2%



Discounted Purchase Price If Exercised

® Buy @ $42.50
® Deduct put premium of $1.30 = $41.20
® Original price = $44.61

® Discount = ($44.61 - $44.20)/$44.61 = 7.6%
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¥ O,)rur:s "nracts that give the holder the right to

J Jrrhgaf ces can be ATM, ITM or OTM

SIOption premiums consist of intrinsic value (for ITM strikes
y) and time value

— ‘Aﬁ “option chain quotes option prices

- o In Lesson 3 we will discuss stock selection using
fundamental and technical analysis
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