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1: Buy Options | Online Options Trading | E*TRADE
A stock option is a contract giving you the right, but not the obligation, to buy or sell an equity, usually a single stock, at a
specified price. Options are time-limited, although the limits vary widely.

Investing , Investing Strategy , Investments Options trading can be complex, even more so than stock trading.
When you buy a stock, you decide how many shares you want, and your broker fills the order at the prevailing
market price or at a limit price. Trading options not only requires some of these elements, but also many
others, including a more extensive process for opening an account. Opening an options trading account Before
you can even get started you have to clear a few hurdles. Because of the amount of capital required and the
complexity of predicting multiple moving parts, brokers need to know a bit more about a potential investor
before awarding them a permission slip to start trading options. Consider trading stocks instead. Brokerage
firms screen potential options traders to assess their trading experience, their understanding of the risks in
options and their financial preparedness. Before you can start trading options, a broker will determine which
trading level to assign to you. Screening should go both ways. The broker you choose to trade options with is
your most important investing partner. Finding the broker that offers the tools, research, guidance and support
you need is especially important for investors who are new to options trading. For more information on the
best options brokers, read our detailed roundup to compares costs, minimums and other features. Or answer a
few questions and get a recommendation of which ones are best for you. In order to place the trade, you must
make three strategic choices: Decide which direction you think the stock is going to move. Predict how high
or low the stock price will move from its current price. Determine the time frame during which the stock is
likely to move. Decide which direction you think the stock is going to move This determines what type of
options contract you take on. A call option is a contract that gives you the right, but not the obligation, to buy
a stock at a predetermined price called the strike price within a certain time period. A put option gives you the
right, but not the obligation, to sell shares at a stated price before the contract expires. If the stock does indeed
rise above the strike price, your option is in the money. If the stock drops below the strike price, your option is
in the money. Option quotes, technically called option chains, contain a range of available strike prices. The
price you pay for an option has two components: The price you pay for an option, called the premium, has two
components: Intrinsic value is the difference between the strike price and the share price, if the stock price is
above the strike. Time value is whatever is left, and factors in how volatile the stock is, the time to expiration
and interest rates, among other elements. This leads us to the final choice you need to make before buying an
options contract. Determine the time frame during which the stock is likely to move Every options contract
has an expiration date that indicates the last day you can exercise the option. Your choices are limited to the
ones offered when you call up an option chain. Expiration dates can range from days to months to years. Daily
and weekly options tend to be the riskiest and are reserved for seasoned option traders. For long-term
investors, monthly and yearly expiration dates are preferable. Longer expirations give the stock more time to
move and time for your investment thesis to play out. A longer expiration is also useful because the option can
retain time value, even if the stock trades below the strike price. If a trade has gone against them, they can
usually still sell any time value remaining on the option â€” and this is more likely if the option contract is
longer.
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2: Writing Puts to Purchase Stocks | The Options & Futures Guide
Suppose you were to buy a Call option at a strike price of $25, and the market price of the stock advances continuously,
moving to $35 at the end of the option contract period.

Like stocks, options are financial securities. There are 2 types of options: Calls grant you the right but not the
obligation to buy stock. If you are bullish about a stock, buying calls versus buying the stock lets you control
the same amount of shares with less money. If the stock does rise, your percentage gains may be much higher
than if you simply bought and sold the stock. Of course, there are unique risks associated with trading options.
Read on to see whether buying calls may be an appropriate strategy for you. The basics of call options The
buyer of call options has the right, but not the obligation, to buy an underlying security at a specified strike
price. That may seem like a lot of stock market jargon, but all it means is that if you were to buy call options
on XYZ stock, for example, you would have the right to buy XYZ stock at an agreed-upon price before a
specific date. The primary reason you might choose to buy a call option, as opposed to simply buying a stock,
is that options enable you to control the same amount of stock with less money. The characteristics of call
options Compared with buying stock, buying call options requires a little more work. Knowing how options
work is crucial to understanding whether buying calls is an appropriate strategy for you. There are several
decisions that must be made before buying options. The security on which to buy call options. Suppose you
think XYZ Company stock is going to rise over a specific period of time. You might consider buying XYZ
call options. The trade amount that can be supported. This is the maximum amount of money you would like
to use to buy call options. The number of options contracts to buy. Each options contract controls shares of the
underlying stock. This is the price at which the owner of options can buy the underlying security when the
option is exercised. The price to pay for the options. This is the price that it costs to buy options. Options do
not last indefinitely; they have an expiration date. If the stock closes below the strike price and a call option
has not been exercised by the expiration date, it expires worthless and the buyer no longer has the right to buy
the underlying asset and the buyer loses the premium he or she paid for the option. Most stocks have options
contracts that last up to nine months. Traditional options contracts typically expire on the third Friday of each
month. The type of order. Like stocks, options prices are constantly changing. Consequently, you can choose
the type of trading order with which to purchase an options contract. There are several types of orders,
including market, limit, stop-loss, stop-limit, trailing-stop-loss, and trailing-stop-limit. Now, compare that with
the cost of buying the stock, rather than buying the call options. This illustrates the primary purpose of
options. They effectively allow you to control more shares at a fraction of the price. The ultimate goal is for
the stock price to rise high enough so that it is in the money and it covers the cost of purchasing the options.
Advantages and disadvantages In addition to being able to control the same amount of shares with less money,
a benefit of buying a call option versus purchasing shares is that the maximum loss is lower. Plus, you know
the maximum risk of the trade at the outset. If the stock decreased in value and you were not able to exercise
the call options to buy the stock, you would obviously not own the shares as you wanted to. Another
disadvantage of buying options is that they lose value over time because there is an expiration date. Stocks do
not have an expiration date. Also, the owner of a stock receives dividends, whereas the owners of call options
do not receive dividends. This is particularly true for options trades. The maximum potential profit for buying
calls is the same profit potential as buying stock: The reason is that a stock can rise indefinitely, and so, too,
can the value of an option. Conversely, the maximum potential loss is the premium paid to purchase the call
options. If the underlying stock declines below the strike price at expiration, purchased call options expire
worthless. If the stock does not rise above the strike price before the expiration date, your purchased options
expire worthless and the trade is over. How you make an options trade You must first qualify to trade options
with your brokerage account. At Fidelity, this requires completing an options application which asks questions
about your financial situation and investing experience, and reading and signing an options agreement.
Assuming you have signed an options trading agreement, the process of buying options is similar to buying
stock, with a few differences. You would begin by accessing your brokerage account and selecting a stock for
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which you want to trade options. Once you have selected a stock, you would go to the options chain. An
options chain is where all options contracts are listed. Then you would make the appropriate selections type of
option, order type, number of options, and expiration month to place the order. With the knowledge of how to
buy options, you can consider implementing other options trading strategies. Buying call options is essential to
a number of other more advanced strategies, such as spreads , straddles , and condors. Once you master buying
calls, the world of options opens up. Next steps to consider.
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3: The Basics Of Option Price | Investopedia
The example in this video is based on buying 1, shares but you could use the same strategy for just shares. Just tailor
the strategy to the level of funds you have available to invest. Category.

The price of an option, called the premium , is composed of a number variables. Option traders need to be
aware of these variables so they can make an informed decision about when to trade an option. Our discussion
will focus on stock market option prices, although similar concepts apply to options in other markets. Why
Trade Options A variety of investors use option contracts to hedge positions, as well as buy and sell stock.
These option buyers can exercise their right to buy or sell at the specified price, called the strike price , which
means they acquire or dispose of the underlying stock at that price. Other option traders are speculators. They
have no intention of exercising the option contract. Instead, they hope to profit from a change in the premium
of the option. One of the advantages of buying options is a trader can participate in the potential price moves
of a stock, without actually having to lay out the cash to buy or short the stock. Also, the stock must make the
favorable move before the option expires. A call buyer needs the stock to rise, whereas a put buyer needs it to
fall. A delta of 1. The delta for puts is represented as a negative number, which demonstrates the inverse
relationship of the put compared to the stock movement. A put with a delta of Changes in Extrinsic Value
Extrinsic value is often referred to as time value , but that is only partially correct. It is also composed of
implied volatility that fluctuates as demand for options fluctuates. There are also influences from interest rates
and stock dividends. Time value is the portion of the premium above intrinsic value that an option buyer pays
for the privilege of owning the contract for a certain period. The further out the expiry date, the more time
premium an option buyer will pay for. The closer to expiration a contract becomes, the faster the time value
melts. Time value is measured by the Greek letter theta. Option buyers need to have particularly efficient
market timing because theta eats away at the premium. High volatility increases the chance of a stock moving
past the strike price, so option traders will demand a higher price for the options they are selling. While a big
move in the stock may occur, option prices are usually quite high before such events which offsets the
potential gains. On the flip side, when a stock is very calm, option prices tend to fall, making them relatively
cheap to buy. Although, unless volatility expands again the option will stay cheap, leaving little room for
profit. The option premium is determined by intrinsic and extrinsic value. Trading Center Want to learn how
to invest? Get a free 10 week email series that will teach you how to start investing. Delivered twice a week,
straight to your inbox.
4: How to Trade Options
Stock options give you the right, but not the obligation, to buy or sell shares at a set dollar amount â€” the "strike price"
â€” before a specific expiration date. When a "call" option hits its.

5: Using Stock Options to Generate Income - Barron's
Find helpful customer reviews and review ratings for Using Options to Buy Stocks: Build Wealth With Little Risk and No
Capital at www.enganchecubano.com Read honest and unbiased product reviews from our users.

6: Selling Naked Put Options: Get Paid To Buy Stocks At A Discount | Seeking Alpha
Writing Puts to Purchase Stocks If you are very bullish on a particular stock for the long term and is looking to purchase
the stock but feels that it is slightly overvalued at the moment, then you may want to consider writing put options on the
stock as a means to acquire it at a discount.

7: investing - Options vs Stocks which is more profitable - Personal Finance & Money Stack Exchange
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As I explained in my previous options article, a put option gives the buyer the right, but not the obligation, to sell a stock
at a certain strike price. Conversely, the seller of a put option has the obligation to buy stock at the strike price if the put
buyer exercises his right.

8: How to Buy a Stock - Personal Finance - www.enganchecubano.com
Option traders have an advantage over stock traders because, when the timing is right, they can buy stocks at a
discount. How do they do it? They sell put options on stocks they want to own and then wait for the price to fall.

9: Buying call options - Fidelity Viewpoints
How to Trade Options. If you think the price of a stock will rise, you'll buy a call option. A call option is a contract that
gives you the right, but not the obligation, to buy a stock at a.
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