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1. Overview

SamoaSky

This guide is designed to help you get started uSptgpnOracle, selecting the stock,
building strategies and examining the performance of the strategies.
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OptionsOracle main window @ivided into three areds

1. Stock Quote and OptionsChain Data. The stockquote and optiorshain section

allowsyou toselect the u
and optionschain data.

ndetest stock symbol/name and download the stock quote

The optionschain table view can be tidred using the following filters:

i Type:
1 Money Status:

1 Expiration Date.

Call andPut.

ITM (in-the-money),OTM (outof-the-money) andATM
(atthe-money, which covers options with strike price at
distance of +1% from current stock price).

2. Investment Srategy under Test The investment strategy section gives you the
ability to build your undettest strategy by adding options and stock positiBrem
this section you can also control the strategystare (by default today) and the end
date (by defatithe closestexpiration date).
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3. Summary of Strategy Performance ResultThe strategy performance summary
section provides information about the strategy performance given future stock prices
at the specified endate.

2. Building and Testing Strategy

Step 17 Starting New

u OptionsOrac's '
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A. Click theNew button to start a new strategy test.

B. Enter theunderlyingor name into th&ymbol text-box. Undertying Data
(For index symbol add ﬁ“bsmbgrm

C. Click Update to download the stoeguote and optiors Downloading Stock Data ...
chain from theonline servers After you click the et Update
Updatebuttona A Downl oadi n gessageo cLiLjét )
will appear. While this message appears OptionsOracle

. . l:h
downloads the latest stogjuote and optiorshain data. - da:izk

Dividend %
Imp # His %

Note that although usually the download process takes
~15 seconds, on s® servers the download process can
take yp to 2 minutes
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Step 21 Review the Stock Data

After the download operation is completed. The latest stock quote and eghmingdata
will appear in the upper section of the window.
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A. The stock quoteA) shows the latest quote stock with the followfredds T

1 Last Update: Last time the quote was updated.

1 Last Price: Stock latest price.

1 Change: Daily change in stockrice in value (and percentage).
1 Bid/Ask: Stock current bid / ask prices.

1 Dividend % Annual Dividend Rate in percentage

1 Imp/ His %: Implied and historical volatility in percentage.

Implied volatility is calculated as the weighted average implied volatility of all the
stockbés options.

Historical volatility is available only othe US dynamic servers, and should be enabled
from the configuration windowrior to downloadin order to appear.

. OptionsOracle Quick Start Guide 4



SamoaSky

_ You can manually adjust the Last Price, Implied volatility, Historical Volatility and
Dividend Rateby clicking the specific textiox, and atering the new value.

B. The options chain dat®) shows the latest options information (by default all
available options will appear in table) with the following fields

= =4 A4 4 4 -4 -a -1

Type:
Strike:
Expiration:
Symbol:
Last:
Change:
Bid / Ask:

TimeValue:

Volume

Openint

Options type (either nCal
Strike price.

Expiration date.

Stock exchange symbol for the optioontract.

Last price the option was sold.

Last change in option price.

Options bid / ask prices.

Time value of options (this field is calculated basedhen
latest stock price and the current option bid / ask prices

Daily volume of option (in number of contacts).

Number of currently open contacts.

WhenGRK is selected, the options Greek information will also appear

=

ImpV:
ITM Prob:

Delta:
Gamma:
Theta:

Vega:

Option Inplied Volatility.
The probability that the options will be-the-money at the
expiration date (base on current stgerice and ImpV).

Delta represents by how much the option price change
relative to a movement of the stock price by 1.

Gamma represents by how much the Delta changes
relative to a movement of the stock price by 1.

Theta represents by how the option price changes relat
to time change of one day.

Vega represents by how much the option price change
relative to movement of volatility by 1 %.

C. The filters section@) provides theability to customize the optiongew by selecting

t he

option

t ymeneydhestoptt uon dmdet he

After the stockdata is downloaded for the firsme theUpdate button changgto
Refresh button.Click the Refreshbutton at any time to refresh the quote information.
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To enable autmatic periodicrefresh of the stock datdick theNo Auto button. The
periodic refresh willhapperevery periodspedfied from theconfigurationwindow.
Click this button again to stop the automatic refresh.

TIP: You can open the stock wphge at Yahoo / MSN by bringing the mouse over the
stok nameClicking the right lutton, and selectinthe specific quickink from the drop

menu.
IUnderying D@\‘
Symbol VDA [cals I ps | w1 aTw Totm | [ GRK

Open in Yahoo Finance...

I o ” T Open in M5N Money...

Last Update Open in Earnings.Com...

Last Price Open in BigCharts...

Change _

Bid / Ask Open in Bloomberg...

Dividend % Open in MorningStar...

Imp / His % 5547 48 Open in MorningStar (Index)...
Strategy Positions Open MSN Screener Delux...

_ The quicklink menu can be fully customized to show your preferred links, from the
configuration dialog.

Step 31 Strategy Table

OptionsOracle provides you the ability to select a strategy from theopfeyured
templates, or bud your own strategy by setting up all the positions that constructs it.

Wh a't is a nPositiono?

A position is a single transaction that includes selling (short) or buying (long) an
asset (stock, calbption contract or pubption contract).

Example -

a. Long Stock Position:  Buy 100 stockBIVDA (Nividia Corp).
b. Short Call Position: Sell 1 call contract oNividia 30.00 @Jan-200

What is AStrategyo?

A strategy is a combination of one or more positions. For example, by combining
the two above positions@overedCall strategy is established.
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The strategy setup section in OptionsOracle is located at the middle of the main window.
This section has four areas
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A. The Strategy Table. The strategy table lists all the positions that constructs the
straegy for each position the following information is shown:

1 Type: Position type (short/long stock/call/put).

1 Strike: Strike price of the call/put option positiohhis field is not
available for stock positions.

1 Expiration: Expiration date of the call/puiption positionThis field is
not available for stock positions.

1 Symbol: Stock exchange symbol for the stock/opteaamtract.

1 Quantity: For stock positions this field shows the number of stocl

For call/put option positions this fields shows the numb
of contracts (in the US each contactssiallyone hundred

options).

1 Opn/Cls Position was executed to Open a new position or to Clc
and existing position.

1 Price: For stock positions this field is the price of the stock (by

default the last stockrige). For options positions this fielr
is the price of one option in the contract (by default the
ask/bid option price depends if the position is long/shor
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Volatility %:

Commission:

Margin:

Debit:
[ReadOnly]

Investment:
[ReadOnly]
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The volatility that is used to calculate the call/put optior
time decay (by defduthe weighted implied volatility of
the stock is used).his field is not available for stock
positions.

Commission that you need to pay to open or close this
postion.

Margin required for this position (the margin is calculate
basd on the margin rules specified from the configurat
window). Note that the margin of the position also
depends on other position, since coveredtjpos usually
requires different margin from naked positions.

Debit The totaldebitrequired for this position. For short
positions this value is negative and represents the crec
received by the position.

Investment. The total cash investment (including
collateral) required from your side (debit) for this piosit
For long positions the investment is equal to the margir
For short positions the investment is the margin plus th
market value (proceeds).

B. Position Info Table. The position info table shows additional information on the
selected position in therstegy table (click position to select it). For options
position the info table shows the option Greeks:

T

T

Interest:

ImVolatility:
Delta:

Gamma:
Theta:

Vega:

Interest paid for this position for the duration of the
strategy.

Option implied volatility.
Deltarepresents biiow much the option price changes
relative to a movement of the stock primel.

Gammarepresents biijow much the Delta changes
relative to a movement of the stock primel.

Thetarepresents bitow the option price changeslative
to time dange of one day.

Vega represents by how much the option price change:
relative to movement of volatility by 1 %.

clicking the scroll on the righit

TIP: The Position Info Table can be swapped with the Strategy Notes text @\by
=Write Your Strateqy Notes Here= ~

C. End/Start DateSpecify the strategy start and end dates. By default thedstart
is today, and the endate is theclosestexpiration date in your strategy.
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Step 41 Build a Strategy

BUILD YOUR OWN STRATEGY

The easiest way to add stock/options positthe stratgy tableis by dragginegand
dropping the stoclsymbol or the speciioption from the optionrtable to the strategy
table.
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Change
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TIP: by default when you dragnd-drop position, a long position will be added to the
strategy table. If you want to adthort positions holdhe Shift key whileyou do the
drag-and-drop.

How do -dnddirdo fhaglPaganddrop an object mve the mouse over the
dragged objectClick the leftbutton, move thenouse tahe dropped areawhile keeping
left-buttonClicked!), release the mouse button.

Letdéds build a <covered call strategy

A. Add a longstock position to the strategy table, by moving the mouse on the stock
symbol @), dragging it to the strategy table, and dropping it.

B. Select a call option from the optictede (B), and draganddrop it to the strategy
table. Hold theshift key while you draganddrop.
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By now, your strategy table should losémethindike

Strategy Posttions

Expiration Symbol Quantity OpniCls  Price Last Volatilty % Commission Margin

Delete All Add Strategy End Date UiEENE]

SELECT FROMPRE-CONFIGUREDSTRATEGIES

Alternatively to building your strategy from scratch bylen positions you can build a
strategy using the preonfigured strategy templates.

To add strategy using the templatéisk the Add Strategy button, located below the
strategy table. The template selection window will apjpear

i. Select'a Strategy... :EE

loney Covered Call
Caovered Call (Collar)
Straddle
g Stock

Bullish: Spi
Bullish: Bull Put Spread
Bullish: Call Calendar Spread

Select one of thetmategies from the list an@lick Selectbutton. The strategy will appear
in the strategy table.

After you selected the strategy you will need to modify the positions to use the specific

options you want to use.

Step 51 Modify your Strategy

After you sdected a position (or used the strategy template to select on automatically)

you can modify each position fields. In general, you can modify each field with black
backgroundDeptdal bndxdéptveBt ment 0) .
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MODIFY POSITION TYPE, STRIKE, EXPIRATION OR SYMBOL

The positiontype-fields can be modified to other fields from the available options chain
and stock dataTo change a field (let say the expiration follow the following steps

Market Strategy

A. Move the mouse over the cell and click
the left mouse. Cell will be highlighted.

Market Strategy

X | Type

B. Click the left mouse button again to go
into edit-mode. Combo box dregown
will appear in cell.

C. Click the combebox dropdown to open
combabox. Select new field. Comblmox
will be closed.

MODIFY POSITION QUANTITY

The positbn quantity can be modified to any integer value. To change the quantity
simple, click the cell one time to select it, click it again to get into edit mode, and enter
your quantity.

TIP: To increase the quantity eopionsil000 f or
position you can simple doubttick the quantity cell. Try It.

MODIFY POSITION PRICE, COMMISSION ORVOLATILITY

The position price, commission and volatility, are usually set automatically by
OptionsOracle based on the latest stock quote/optiam data, and your configuration
(configured from the configvindow). However, OptionsOracle provides you the ability
to change these fields manually.

l] OptionsOracle Quick Start Guide 11



SamoaSky

Once you change one of these fieldstatus changgo FREEZE. This means that
OptionsOracle wilhot modify this field automatically, and even if for example to refresh
the quote the price will not be chang®&dhen the field is in freeze state it colored blue

Price Volatiity %  Commission 1 1 1
A. Price field is not frozen.

B. After the price was manually changed tc

A0. 500 its statesc
colored blue.
C. To unfreeze a frozen cell, click the right

button mouse and from the drdpwn
menu select AUNfre

Delete Row

Volatiity % = Commission

T wl ow]

Add Row
Delete Row

MODIFY POSITION MARGIN

D. To freeze a cell without changing the
value, click the right button mouse and

BN

sel ect NfnFreeze éO0

Margin can be set manually to overwrite OptiOnacle automatic margin calculation.
However when you set margin manually OptionsOracle will not use the frozen margin
position in its calculation for other positions margin.
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Step 61 Examine your Strategy Performance

Strategy investment summergdaperformance indexes are displayed insineamery

tablelocatedat the lower right of the main windovaj.
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CRITERIA IN STRATEGY SUMMERY TABLE

In thesummerytable you can see the following information

1 Total The total cash investme(including collateral) required
Investment: from your sideto openthis strategy
9 Total Debit: The total debit of this positionthis is the total cash

required/receive for this position w/o margin
considerations.

Interest Paid:

Max Profit
Potential:

Max Loss Risk:

Lower/ Upper

Interest paid by you to your ker for borrowed money in
margin positions.

Maximum profit potential in this strategy at the esate
(given any possible movement of the stock price).

Maximum loss risk in this strategy at the edate (given
any posible movement of the stock price).

Lower/Upper protection appears only if the strategy ha:
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Protection: positive profit with the current stock price, and shows tf
lower/upper stock price in which the strategy breeksn
at the enelate.

1 Lower/ Upper Lower/Upper protection appears only if the strategy has
Breakeven: negativeprofit with the current stock price, and shows tt
lower/upper stock price in which the strategy breeksn
at the enelate.

1 Returnif Strategy profit athe enddate if the stock price does not
Unchanged: change.

9 Return ifStrikes Strategy profit at the erdate if the stock price reaches t
@ ##.## strike price ##.##

1 ExpectecdReturn Expected Retur(ExpectedReturr) shows theExpected
Returnfor stockprice. Thisvalue is calculated by the
integral on the probability of the stock (given the
volatility) to reach a price X multiply by the return of the
strategy at price X, for every possible X.

This value can be used as an index to compare strateg
and determia which strategy has higher probability of
resulting with profit (the higher thexpecteereturnthe

better).
1 Return At Return At Target shows tigtrategy return at the specifie
Target stocktargetprice The targefprice can be modified from

the resultable in similar way to how parameters are set
the strategitable.

9 Current Return Currentreturn shows the strategy return if you choose t
close all the positions at the current time given the late:
stock/options data download. This parameter isdgoo
show the current profit/loss of your strategy given the
latest market prices.

1 Total Delta Total Delta represents by how much the strategy returr
changes relative to a movement of the stock price by 1

 Total Gamma  Total Gamma represents by how mubé Total Delta
changes relative to a movement of the stock price by 1

9 Total Theta Total Theta represents by how the strategy return chan
[day] relative to time change of one day.

1 Total Vega [% Total Vega represents by how much the strategurn
Volatility] changes relative to movement of volatility by 1 %.

Note: TheExpecteeReturnand TotatGreeks criteria do not appear in the default view.
To add the criteria to the view, you need to change the strategy summery view
configuration from the configvindow.
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TIP: In theory if all the implied volatilitieare the same as the stock volatility the

expected return should be zero. However since in real market options are not priced the
samethe expected return can be used as a good indicator to cordiment strategies

of the same stock (the higher the expecetdrn the better). Comparing expectedurn
between different stocksusuallymeaningless.

PER-CRITERIA INFORMATION

For each criteria the following parameters are provided

Price: Stock price relevant to the criteria.
1 Change: Change in stock price relevant to the criteria.
1 Prob Probability of the stock to cross the specific stpcke by
the enddate.
1 Total Total value (investment, interest, return or Greek)
1 Total %: Total retrn in % relative to total net investment.

1 Total 1Mo %: Total return in % calibrated to one month return.

Strategy Summary
Criteria Price Change  Prob Total Total % Total 1Mo % ||

Cell value can be changed
to desired targefprice.

Criteria Price Change  Prob Total Total % Total 1Mo % ||
ol 77 %

I ]
---—m—
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CHANGING YOUR DEFAULT SUMMERY VIEW

By default some of the criteria are not visible in the strategy summery table. You can
modify the viev (add/remove criteria and change the order of the criteria) using the
summery control from the configuration window.
= Configuration )
A. Click theConfig button on the mamn e
window to open the configuration i
window.

Order of display

B. SelectStrategy from tabs.

C. SelectExpectedReturn from the
available criteria and click th&edd
button.

| Reset to Defautt Display | [Move Up | [ MoveDn |

D. Click Save
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Step 71 View the Strategy Performance Graph

Another very useful way to check your strategy performance as function offsioek
enddate and volatility is using the graph feature of Ostioracle.

Click the Graph button to open the graph windaw

Volatility s m [N 15-5ug-2007 (e

@
@
=1

=

=

B
1=}
=

(4

45 50 55
Stock-Price

Current-Return Cursor —— Total

Show Positions | Show StdDev Auto Scale Invert Colors | Stock Price = 68.70 (50.66 %), Profit/Loss = 921.04 (4043 %), Prob =020 %
NNV
By default when the graph window is open the total strategy performance bypsimek

graph appears in lighilue A), and the lightblue rectangle, marks the current stock
price.

In addition to the graph itself, the vertical dotted red line indicates the position of the
marker. By moving the mouse over the graph the mavkefollow the mouse location.
You can also saw in detailed the marker actual position on the bottom of thgByaph
The information provided in this line includes the stgeice, relative change of stock
price, the return and return in % of investment, and the probability of the stock to cross
this point (log probability, given the stock volatility).

The Auto-Scde button located atQ) provides the ability to reset the scale of the graph
back to default at any point.

You can show the2StdDev,-1StdDev, +1StdDev, and +2StdDev vertical markers by
clicking theShow StdDebutton located atl).
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If you would liketo see the graphs of all the positions that construct the strategy click the
ShowPositionsbutton E) to change its state tdide-Positions Try It -

® ®

The mode selectiorF] allows you to change the graph mode between the followving

A. Profit/Lossvs. StockPrice In this mode you will be able to change the strategy
volatility (G) and enedate H) to specific values, and check the return as function
of stockprice.

B. Profit/Lossvs. Volatility. In this mode you will be able the change the sfoke
(G) and enddate H) to specific values, and check the return as function of stock
volatility.

C. Profit/Lossvs. EndDate In this mode you will be able the change the volatility

(G) and stockprice H) to specific values, and check the return as funaifon
enddate.

Z0ooM IN/OuT

Before you zoom in/out you must select the graph control by clicking anywhere on the
black area of the graph.

After you clicked on the graph press thege Up key to zoorout, orPageDn key to
zoomin. To zoom in into a specifirectangle area, move the mouse to the upper left
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