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angles, Gann Levels, 117
ATM (At the Money), 13, 

174, 182
Average Daily Volume 

(ADV), 268
avoiding forecasting, 63-64

B
balance sheets, 68
Beta, 74
black-box systems, 271
Bollinger Bands, 134
Bond Markets, 59-60
bonds, 59-60

par value, 59
tips for, 61

book value per share, 76
BORT Covered Call, 146
Breakaway gaps, 118-119

Symbols
12-month high, 135
12-month low, 135

A
acceleration, 174
ADV (Average Daily 

Volume), 268
Advance/Decline Line, 133
advantages of spreads, 217
advertorials, 271
alertness, 81-82
all or none, 44
ALTR, 108
American-style options, 11
AMEX (American Stock

Exchange), 33
anchoring resourceful state, 

276-277
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breathing, relaxing, 274
Buffet, Warren, 63
building permits, 56
Bull Call spreads, 198-200

Delta, 172
Greeks, 203-205
safest time period for trading,

201-203
selecting long call strike and

short call strike, 200-201
Bull Put spreads, 198, 

205-208
comparing with naked puts,

212-213
and Greeks, 214-216
placement of short strikes,

216-217
safest time to trade, 209-212
selecting long put strikes and

short put strikes, 208-209
Butterflies, 238-240

calls, 238
versus Condors, 260
finding, 240
FRE, 244
Greeks, 243
Narrow Butterflies, 245, 

250-254
playing, 240
puts, 239
rangebound price chart

pattern, 240-241
stock prices, 242

timing
entry, 242
exit, 243
time to expiration, 242

volatility, 241
Wide Butterflies, 

246-254
buy stops, 43
buying

calls, 19
margins, 38

options, 10
puts, 22

margins, 40
stocks, 138

margins, 37

C
calendars, economics 

calendar, 58
calls, 11, 14

Bull Call spreads. See Bull
Call spreads

Butterflies, 238
buying, 19

margins, 38
Condors, 255
Covered Call. See Covered

Calls
intrinsic Value, 15
Long Call gamma, 176
Long Call rho, 195

Cohen_Index.qxd  6/2/05  3:51 PM  Page 322  



Long Call theta, 182
Long Call vega, 193
Long Call, 140
memory tips, 24
naked calls, writing, 39
Risk Profile Charts, 

18-20
selecting long and short

strikes, 200-201
selling, 20
Short Call theta, 183
Synthetic Call, 138-139
Time Value, 15

cash flow, 68
free cash flow, 70

cash flow statement, 69
CBOE (Chicago Board Options

Exchange), 33, 290
CBOT (Chicago Board of Trade),

33
chart patterns, 89
charts

rangebound price chart
pattern, 240-241

Risk Profile Charts, 6-10
Chicago Board of Trade (CBOT),

33
Chicago Board Options Exchange

(CBOE), 33
Chicago Mercantile 

Exchange, 33
choosing strategies, 281
Collar, 154

creating successful Collar,
154-160

futures, 160
stock futures, 292
trading, 155-160
zero risk collar risk profile,

158
common sense, 81-82
common stock, 72
companies, past history and

management, 50
Comparative Relative Strength,

130
comparing

Bull Put spreads with naked
puts, 212-213

Butterflies and Condors, 260
Covered Call versus selling

naked puts, 148-152
Synthetic Call versus Long

Call, 140-142
compounding, 2
Condors, 255

versus Butterflies, 260
calls, 255
FRE, 256-260
Long Condors, 256
puts, 255
risk profile, 256

confidence, 273-275
consolidations, 102

Flags, 104
parallel trendlines, 

106-108
Pennants, 102-104
triangles, 102-104
Wedges, 105-106
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Consumer Price Index 
(CPI), 56

contracts, 31-33
control, mindset, 274
corporations, 65

growth, 65
share dilution, 66-68

covered call illustration, 32
Covered Calls, 143

BORT, 146
improving, 152- 153
versus selling naked puts,

148-152
trading, 143-148
warnings, 153

CPI (Consumemr Price 
Index), 56

criteria for successful investing, 1
discipline, 6
honesty, 5
knowledge, 4
patience, 2-3
perseverance, 3
pre-planning, 5

current assets, 69
current ratio, 74

D
day only, 43
Deep In the Money 

(DITM), 177

Deep Out of the Money (DOTM),
177

deferred taxes, 69
Delta, 47, 166-171

Bull Call spreads, 
172, 203

Bull Put spreads, 214
Butterflies, 243
puts, 173-174
speed, 168-169
Straddles, 226

Delta Neutral Trading, 47, 
169-171

depreciation, 69
designing trading plans, 

283-287
diaries, 267
different time frames, 

130-132
direction of price, 241
discipline, 6
discretionary trading 

plans, 288
displaced moving averages (DMA),

125
DITM  (Deep In the 

Money), 177
Time Decay, 180

diversifying portfolios, 282
dividend cover, 74
dividend yield, 75
dividends, 70
dividends payable, 17
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DMA (displaced moving averages),
125

DOTM (Deep Out of the Money),
177

Double Bottoms, 96-97
rules for, 97

Double Tops, 92-93
rules for, 94-95
trends, 94

downtrends, 93

E 
earnings per share. See EPS
earnings results, 55
EBITDA (earnings before interest,

taxes, depreciation, and amorti-
zation), 70

economics, 53
calendar, 58
indicators to watch (USA

only), 56-57
Elliott Wave, 113-115

with Fibonacci, 115
rules of, 114

emotions, 5
Employment Report, 56
entry, timing Butterflies, 242
EPS (earnings per share), 51, 65,

70, 75
estimated EPS growth, 75
five-year EPS growth rate, 78

estimated EPS growth, 75

European-style options, 11
exchanges, 33-34

visiting, 267
exercise prices, 12, 34
exhaustion, chart patterns, 89
Exhaustion gaps, 118-119
exiting

Butterflies, 243
Straddles, 225

EXPE (Expedia), 235
expectations, 49, 51-52
expiration dates, 34

options, 12

F
factors that influence option’s

premium, 17-18
Fair Value, 188
Fakes, 91-92
Faulkner, Charles, 274
Fibonacci

Elliot Wave, 115
retracements, 108-112

fill or kill, 44
filters, setting up, 281-283
financial gearing, 75
finding

Butterflies, 240
Straddles, 221-226

five-year EPS growth rate, 78
five-year sales growth, 79
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Flags, 104
FOMC meetings, 55
forecasting, 268

avoiding, 63-64
forward P/E, 75
FRE Butterfly, 244
FRE Condors, 256-260
free cash flow, 70
Fundamental Analysis, 49
futures. See also stock futures

Collar, 160

G
Gamma, 165-166, 174-177

Bull Call spreads, 203
Bull Put spreads, 214
Butterflies, 243
Straddles, 226

Gann Levels, 116-117
Gann, W. D., 116
gaps, 117-119
GDP (Gross Domestic Product), 56
gearing, 46
GNP (Gross National 

Product), 53
Good Till Cancelled (GTC), 43
Graham, Benjamin, 64
Greeks, 164-165

Bull Call spreads, 
203, 205

Bull Put spreads, 
214, 216

Butterflies, 243
Delta. See Delta
Gamma. See Gamma
Rho. See Rho
and Straddles, 226
Theta. See Theta
Vega. See Vega
Zeta, 167

Gross Domestic Product (GDP), 56
Gross National Product 

(GNP), 53
growth, corporations, 65
GTC (Good Till Cancelled), 43
gurus, 269

H
Head and Shoulders pattern, 

98-99
hedge ratio, 47
Historical Volatility, Straddles, 222
historical volatility, Vega, 186-189
history of companies, 50
honesty, 5
housing starts, 56

I
illiquid securities, 268
implied volatility, Vega, 186-188
improving Covered Calls, 152-153
In the Money (ITM), 13, 47
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income statements, 70
Indicators, 85
inflation, 54
interest

minority interest, 71
Open Interest, 135
risk-free rate of 

interest, 17
interest cover, 71, 76
interest rates, 54-55
Intrinsic Value, 13

Calls, 15
Puts, 16

inventory, 71
Investment Plans, 265
Island Reversal gaps, 

118-119
issued share capital, 73
ITM (In the Money), 13, 

47, 175

J
Japanese candlesticks 

chart, 88
journals, 267

K
Kappa. See Vega
knowledge, 4
KOSP Straddle, 228-231

KOSP Strangles, 232-234
Krausz, Robert, 274

L
Lambda. See Vega
Leading Economic Indications

(LEI), 55
learning, 4
LEI (Leading Economic 

Indications), 55
leverage, 46, 75
liabilities

long-term liabilities, 71
total liabilities, 73

LIFFE, stock futures, 290
Limit Order facility, 42
limit orders, 42
liquid ratio, 78
Long Butterfly, 241
Long Call versus Synthetic Call,

140-142
Long Call gamma, 176
Long Call rho, 195
Long Call theta, 182
Long Call vega, 193
Long Condors, 256
Long Put gamma, 176
Long Put rho, 195
Long Put theta, 183
Long Put vega, 193
long-term liabilities, 71
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M
MACD (Moving Average Conver-

gence Divergence), 126-128,
284

maintenance margin, 36
management of companies, 50
margins, 36-37, 41

buying
calls, 38
puts, 40
stocks, 37

maintenance margins, 36
naked calls, writing, 39
naked puts, writing, 40

market capitalization, 65, 71
market direction, supply and

demand, 64
market orders, 42
Market Volatility Index, 

135, 222
maximum percentage loss on your

net debit, 200
Measured gaps, 118-119
memory tips for long and short

calls and puts, 24
message boards, 269
Microsoft, 51-52
mindset, 272

confidence, 273
control, 274
relax, 273

breathing, 274
minority interest, 71
Momentum, 134

chart patterns, 89
money management and rule

making, 277-278
Moving Average Convergence

Divergence. See MACD
Moving Averages, 122-125
myths and realities, 262-264

N
naked calls, writing, 39
naked puts

comparing with Bull Put
spreads, 212-213

comparing with risk of
Covered Call, 148-152

versus Covered Call, 148-152
writing, 40

NAPM (National Association of
Purchasing Managers), 57

Narrow Butterflies, 245-254
Nasdaq Level II, 62
National Association of Purchasing

Managers (NAPM), 57
net assets, 73
net assets per share, 76
net credit transactions, 205
Net Earnings, 71
net EPS, 71
Net Profit, 71
Neuro Linguistic Programming

(NLP), 274
New Highs/New Lows, 134
New York Stock Exchange (NYSE),

34
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news and results, 50-51
NLP (Neuro Linguistic

Programming), 274, 277
NYSE (New York Stock Exchange),

34

O
OBV (On Balance Volume), 134
Open Interest, 135
operating cash flow, 70
options, 1

American-style options, 11
buying, 10
calls, 11
contracts, 31-33
defined, 10-12
European-style 

options, 11
Exercise Price, 12
expiration dates, 12
puts, 11
selling, 10
trade options, 14
valuation of, 13

ordinary shares, 72
OTM (Out of the Money), 13, 47,

175
Time Decay, 184

overbought/oversold, 127
overtrading, 265

P
Pacific Stock Exchange 

(PSE), 34
par value, 59
parallel trendlines, 106-108
patience, 2-3
patterns

chart patterns, 89
Elliott Wave, 113-115

rules of, 114
Fibonacci retracements, 

109-112
Gann Levels, 116-117
Head and Shoulders, 

98-99
Price Patterns, 85-89
ReverseHead and Shoulders,

100-101
Volume. See Volume

payout ratio, 76
PEG ratio, 76
Pennants, 102-104
penny stocks, 268
percentages, Gann Levels, 117
perseverance, 3
PHLX (Philadelphia Stock

Exchange), 34
placing trade orders, 42
planning, pre-planning, 5
playing Butterflies, 240
portfolios, diversifying, 282
PPI (Producer Price 

Index), 57
pre-planning, 5
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preference shares, 72
premiums, factors that influence

option’s premium, 17-18
price consolidation, 

Straddles, 222
price earnings (P/E) 

ratio, 77
Price Patterns, 85-89
price/book value, 77
price/cash flow, 77
price/sales, 77
prices

Butterflies, 242
exercise prices, 12, 34
reading option prices, 29-31
strike prices, 35

pricing
factors that affect pricing of

options, 17-18
stock futures, 290-291

probabilities, stacking up, 283-287
Producer Price Index 

(PPI), 57
profit and loss account, 70
protected buy-write,  154
PSE (Pacific Stock Exchange), 34
Put/Call Ratio, 134
puts, 11

Bull Put spreads. See Bull Put
spreads

Butterflies, 239
buying, 22

margins, 40

Condors, 255
Delta, 173-174
intrinsic Value, 16
Long Call gamma, 176
Long Put rho, 195
Long Put theta, 183
Long Put vega, 193
memory tips, 24
naked puts. See naked puts
Risk Profile Charts, 

21-23
selling, 23
Short Put theta, 184
Time Value, 16

Q-R
quick ratio, 78

rangebound price chart pattern,
240-241

ratios
current ratio, 74
liquid ratios, 78
P/E ratio, 77
payout ratio, 76
PEG ratio, 76
Put/Call Ratio, 134
quick ratio, 78

reading option prices, 29-31
realities and myths, 262, 264
Relative Strength Index 

(RSI), 130
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relax, 273
breathing, 274

resistance, 89-91
Fakes, 91-92

resource state, 274
anchoring, 276-277
breathing, 274
recreating, 274-275

responsibility, 269
results, 55

and news, 50-51
retail sales, 57
retracements, 109

Fibonacci, 108-112
return on assets (ROA), 78
return on capital employed

(ROCE), 78
return on equity (ROE), 78
revenues, 72
Reverse Head and Shoulders

pattern, 100-101
reward, Collar,  155
Rho, 165, 167, 194-195

Bull Call spreads, 204
Bull Put spreads, 215
Butterflies, 243
Straddles, 226

risk, Collar,  154
Risk Capital, 265
Risk Profile Charts, 6-10

calls, 18-20
puts, 21-23
summary of, 24

risk profiles
buying stocks,  138
Condors, 256

risk-free rate of interest, 17
ROA (return on assets), 78
ROCE (return on capital

employed), 78
ROE (return on equity), 78
root, 35
RSI (Relative Strength 

Index), 130
rule making, money management,

277-278

S
screening filters, 80-81
SD (Standard Deviation), 134
search criteria, 80-81
selecting

long call strikes and short call
strikes, 200-201

long put strikes and short put
strikes, 208-209

selling
calls, 20
naked options, 10

calls, 20
puts, 23

options, 10
puts, 23

sensitivities, 164
sentiments, 49-52
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share dilution, 66-68
share price, 72
share split, 72
shareholders’ equity, 73
shareholders’ funds, 73
shares, preference shares, 72
shares outstanding, 73
Short Call theta, 183
Short Put theta, 184
simple crossovers, 126
speed, Delta, 168-169
spreads, 217
stacking up probabilities, 283-287
Standard Deviation (SD), 134
stochastic, 129, 284
stock futures, 289-292

Collar, 292
options strategies, 

291-292
pricing, 290-291
Synthetic Call, 292
trading, 139
versus Long Call,  

140-142
stock option. See options
stock prices

Butterflies, 242
Straddles, 224

stock split, 72
stocks, buying,  138

margins, 37
Stop Loss, 278
Stop Loss target, 278

stop loss/sell stop, 43
stops, 44-45, 267

whipsaws, 45
Straddles, 220-221

exiting, 225
finding, 221-226
Greeks, 226
KOSP, 228-231
price consolidation, 222
stock price, 224
timing, 224-225
volatility, 222

Strangles, 232
KOSP, 232-234
volatility, 235-236

strategies
choosing, 281
Straddles, 220-221

finding, 221-226
strike prices, 35. See also exercise

prices
strikes

placement of short strikes,
Bull Put spreads, 216-217

selecting long and short put
strikes, 208-209

successful investing, criteria for, 1
discipline, 6
honesty, 5
knowledge, 4
patience, 2-3
perseverance, 3
pre-planning, 5
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supply and demand, 61-63
market direction, 64

support, 89-91
Bull Put spreads, 

216-217
Fakes, 91-92

Synthetic Call,  138-139

T
T-bills, 59
Technical Analysis, 85

Indicators, 85, 122
Price Patterns, 85-89

Technical Analysis 
Indicators, 122

theoretical option price, 
Vega, 187

Theta, 165-166, 177-178, 180-184
Bull Call spreads, 203
Bull Put spreads, 214
Butterflies, 243
Straddles, 226
volatility, 186

ticker symbols, 34-36
time

different time frames, 130,
132

safest time to trade Bull Put
spreads, 209, 211-212

Time Decay, 178-184
time frames, different time frames,

130, 132

time limits, trade orders
all or none, 44
day only, 43
fill or kill, 44
Good Till Cancelled 

(GTC), 43
week only, 44

time to expiration, 
Butterflies, 242

Time Value, 13
calls, 15
Puts, 16

timing
Butterflies, 242-243
Straddles, 224-225

tips, 265-272
total assets, 73
total liabilities, 73
total return, 73
trade options, 14
trade orders

buy stops, 43
limit orders, 42
market orders, 42
placing, 42
stop loss/sell stop, 43
time limits

all or none, 44
day only, 43
fill or kill, 44
Good Till Cancelled

(GTC), 43
week only, 44
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trading
Bull Call spreads, safest time

for trading, 
201-203

Bull Put spreads, safest time
for trading, 209-212

Collar, 155-160
Covered Call, 143-148
Delta Neutral Trading, 47,

169-171
Synthetic Call, 139

trading plans, 265
designing, 283-287
discretionary trading plans,

288
trading tips, 45-46
traditional Collar,  153
trendlines, parallel trend lines,

106-108
trends, 93
triangles, 102-104
Triple Bottoms, 96-97

rules for, 97
Triple Tops, 92

trends, 95
turnover, 72

U-V
unemployment, 55
uptrends, 93

valuation of options, 13
ValueLine, 73
Vector Vest, 73
Vega, 165-166, 185

Bull Call spreads, 204
Bull Put spreads, 215
Butterflies, 243
characteristics of, 192
historical volatility, 186-189
implied volatility, 

186-188
Straddles, 226
theoretical option 

price, 187
volatility, 189-192

visiting exchanges, 267
VIX (Market Volatility Index),

135,  222
volatility, 17

Butterflies, 241
historical volatility, Vega, 

186-189
implied volatility, Vega, 

186-188
Straddles, 222
Strangles, 235-236
Theta, 186
Vega, 189-192

Volume, 120
Volume Climax, 121-122

Volume Climax, 121-122
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W
Wedges, 105-106
week only, 44
whipsaws, 45
Wide Butterflies, 246-254
writing

naked calls, margins, 39
naked puts, 40

X-Y-Z
Zero Risk Collar,  158
Zeta, 167
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