ONE-DOLLAR WONDERS

By DOUG SUTTON



Neither Better Trades or any of its personnel arer  egistered broker-dealers or
investment advisers. | will mention that | consider certain securities or positions to be

good candidates for the types of strategies we are discussing or illustrating. Because |
consider the securities or positions appropriate to the discussion or for illustration
purposes does not mean that | am telling you to tra de the strategies or securities.

Keep in mind that we are not providing you with rec ommendations or personalized
advice about your trading activities. The informat ion we are providing is not tailored

to any particular individual. Any mention of a par ticular security is not a
recommendation to buy, sell, or hold that or any ot her security or a suggestion that it is

suitable for any specific person. Keep in mind tha t all trading involves a risk of loss,
and this will always be the situation, regardless o f whether we are discussing strategies
that are intended to limit risk.

Also Better Trades’ personnel are not subjectto tr  ading restrictions. | and others at
Better Trades could have a position in a security o r initiate a position in a security at
any time.



$1 WONDERS!

* The options game Is constantly changing
and it is offering more choices.

* For some time, ETFs have had $1 option strike
prices. But now, many stocks have $1
option strike prices.



THE PROBLEM

* There is some very specific option trading
criteria that when followed, can potentially
Improve your odds of having a winning
trade.

* |t can be very expensive to follow those
criteria when buying options on some of the
more volatile stocks like AAPL, NFLX and
FFIV.

* Not everyone has a big trading account
and can feel that they are being excluded
from capturing the potential afforded by
the high -priced trading opportunities.



THE SOLUTION

e You might not be able to trade the high fliers,
but you may consider trading stocks with $1
option strike price increments, and many of
these stocks are as volatile as the high fliers.

e You can get great rates of return with options

t
t
t

nat cost a fraction of what you pay to trade
ne fliers, and you can do it and still follow all

ne option trading criteria.

* Never forget, the important thing is not how
much you invest, it is the ROR on what you
iInvest that really counts.



WHERE DID THEY COME FROM?
HOW DO | FIND THEM?

e Goto
optionseducation.org/help/fag/general.jsp# 12

(: Can you tell me about the one point strikes program?

A The options exchanges received SEC approvalto expand and make permanentthe ability to list strike prices in §1.00 increments. Initially, the program allowed the
exchanges to list dollar strike prices on equity options for up to five individual stocks provided thatthe strike prices are $20.00 or less, but greater than or equal to $3.00.
Under the recently approved program, each exchange can electto list dollar strike prices on equity options for up to fifty-five individual securities provided that the strike
prices are $50.00 or less, but greater than or equalto §1.00. Additionally, no §1 strike may be listed thatis greater than §5 from the underlying stocks closing price in its
primary market on the previous day. The options exchanges are also restricted from listing any series that would resultin strike prices being $0.50 apart

Note: The partcipating securities may change. To download an excel spreadsheet of current participants in this dollar strike program as of 713110, click here.

In the lower right corner click on ‘click here’



THIS IS THE EXCEL SPREADSHEET

* As of the last update, there were 466 stocks

with $1 strike prices available.
A B
1 |Underlying Symbol lUnderlying Name
2 A AGILENT TECHNOLOGIES, INC.
3 |AA ALCOA, INC
4 ABB ABB LTD-SPON ADR
S5 ABT ABBOTT LABORATORIES
6 |ABX BARRICK GOLD CORP
7 |ACAS American Capital Ltd.
8 |ACH Aluminum Corp. of China Ltd.
9 |ACI ARCH COAL, INC.
10 |ACN Accenture PLC
11 |/ACOR Acorda Therapeutics, Inc.
12 |ADBE ADOBE SYSTEMS INC.
13 |ADM ARCHER DANIELS MIDLAND CO
14 |ADP AUTOMATIC DATA PROCESSINGINC
15 |ADSK AUTODESK INC
16 |AEO AMERICAN EAGLE OUTFITTERS




SAVE THIS SPREADSHEET

e The first time you build your personal list of
$1 Wonders, it will take you several hours.

e Since the number of stocks with $1 strike

prices
Spreac

IS constantly changing, if you save this
sheet, you will have a reference point

with which to compare the new

spread

sheet when it Is time to update your

$1 Wonders. That way, you need only

search

for the new additions.

 When complete, delete your original
spreadsheet and save the latest version as
your basis of comparison.



14,000 to 466 IS A START

 To get to a manageable number of stocks to watch
you’'re going to have to do some work.

» The first step is to determine if the stock’s options
have adequate open interest. Open your trading
platform’s option quote screen and enter the first
ticker symbol on the list of stocks with $1 strike
prices, that will be ‘A’ and keep going until you get
to ZION.

 The second step is to determine the stock’s price. |
rarely consider stocks priced less than $7 and
above $50; they lose the $1 strikes.



‘A’, AGILENT TECH.
Trading at $42.99

Opnint Vol Bid Size Ask Size Chg Bid Ask Pos  Series Bid Ask Chg Bid Size Ask Size Vol Opn Int
= Feb11 [ 14 days to expiration : Feb 19, 2011 ]
3 0 214 125 183 505 525 - Feb11380 | 011 044 018 186 110 10 234
245 10 197 332 174 415 430 - Feb1139.0 | 047 0419 .0.31 69 151 310 507
3808 36 33 47 154 326 335 - Feb11400 | 028 030 -046 6 187 63 1038
1564 607 19 120 131 243 250 | Feb1144.0 | 045 048 .0.69 235 139 70 664
1124 38 17 75 104 173 178  -| Feb11420 | 073 076 .097 213 69 81 1934
1553 1389 219 194 076 115 120 - Feb11430 | 111 119 425 9271 167 18 397

%1 32 36 53 051 072 075 - Feb11440 | 169 175 -1.50 378 52 0 183
230 & 301 364 032 042 046 - Feb11450 | 235 246 -1.69 164 132 0 185
618 13 559 245 016 022 026 - Feb1146.0 | 315 330 .183 160 210 0 52
1% 0 746 148 008 009 014 - Feb1147.0 | 400 455 .2.03 186 21 0 0
" 0 563 195 005 005 008 - Feb11480 | 450 570 -2.00 134 145 0 0




'‘ACOR’, ACORDA THERAPEUTICS
Trading at $22.54

Opnint Vol Bid Size Ask Size Chg Bid Ask Pos  Series Bid Ask Chg Bid Size Ask Size Vol Opn Int
- Feb11 [ 14 days to expirstion : Feb 19, 2011 ]
0 0 435 486 000 450 550 | Feb11175 | 000 020 0.00 0 M8 0 0
0 0 435 424 005 310 400 | Feb1118.0 | 000 025 0.00 0 242 0 0
0 0 388 364 005 220 310 - Feb11200 | 040 030 0.00 172 264 270 24
54 0 380 33 013 165 205 - Feb11210 | 025 050 0.00 222 M2 0 35
70 550 3371 007 085 135 - Feb11220 | 055 080 003 21 259 1 100
54 1 165 91 000 055 075 -| Feb1123.0 | 100 145 045 183 453 0 30
57 0 328 1005 020 040 - Feb11240 | 160 220 0.00 199 a7 0 40
5 0 288 259 002 005 025 - Feb11250 | 240 3.00 0,08 407 81 0 3
2 0 0 241 005 000 045 - Feb11260 | 330 350 0.00 348 58 0 113
"1 0 0 338 000 000 045 - Feb1127.0 | 430 430 015 217 52 0 129
25 0 0 38 000 000 025 - Feb11280 | 510 610 015 3 21 0 30




'‘ANF’', ABERCROMBIE & FITCH
Trading at $51.35

Opnint Vol Bid Size Ask Size Chg Bid Ask Pos  Series Bid Ask Chg Bid Size Ask Size Vol Opn Int
=l Feb 11 [ 14 days o expiration : Feb 19, 2011
19 0 229 21 152 660 670 | Feb11450 | 021 024 016 470 262 106 1676
308 10 904 514 145 565 580 | Feb11460 | 029 032 .0.23 650 52 151 2147
09 0 882 2032 140 480 495 | Feb1147.0 | 041 044 0.3 444 92 3713 1646
271 13 175 1385 126 395 410 - Feb11480 | 058 061 -043 360 105 234 10%
1149 38 104 246 110 320 330 - Feb11490 082 085 057 154 145 417 1609
8458 422 162 73 09 25 261 - Feb11500 | 144 118 074 24 95 190 5142
8985 2751 10 168 027 062 064 - Feb11550 | 415 425 145 343 45 81 1302
6138 58 521 124 005 012 015 - Feb1160.0 | 865 880 -1.70 294 Bk 0 710
825 1 54 334 002 004 008 - Feb1165.0 | 1355 13.70 -1,62 321 285 0 368
21 0 0 165 001 000 004 -| Feb1170.0 | 18.45 19.00 -1.75 11 m 0 6
281 0 0 132 000 000 005 ~| Feb11750 | 2260 2435 .192 29 0 0 0




466 to 226, HALFWAY THERE!

e Look at three more things to narrow the list
of stocks because you want stocks with
some volatility.

e One, search for a minimum of 500,000 shares
daily trade volume; 1 million -plus shares is
even better.

e Two, you want the stock’s average true
range to be greater than $.50.

* Three, you want the stock to have moved at
least 50% over the last 6 months.



'‘ADSK’, AUTODESK, INC.
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It averages 2.78
‘ : ' million shares dally
-10 Oct-10 Nov-10 Dec-10 Tan-ll .Feb 11




'‘ACAS’, AMERICAN CAPITAL, LTD



CRAZY CHARTS



226 DOWN TO 134
And Some Big Names Got Kicked Out!

e AT&T * Intel
 American Airlines e Key Bank
 Bristol-Myers * Merck

e Cisco  Morgan Stanley
 Dell e Microsoft

e Disney e Oracle

« Eli Lilly  Time Warner

 The Gap e Texas Instruments



THE 134 $1 WONDERS!



134 STOCK WATCHLIST

 Now for the great news! Because the
strike prices are only $1 apart, going
to the next strike price to get a higher
delta can cost pennies instead of
dollars. It is rare that options with
deltas between 70 and 90 cost more
than $3 AND, the near the money
strikes typically have spreads less
than 10 cents.




134 STOCK WATCHLIST

 Now for even greater news! Many
of these stocks with $1 strikes are
just as volatile as the high flying
stocks that are at the top of
everyone’s trading list that cost an
arm and a leg to trade if you obey
the criteria!



COMPARING VOLATILITY

» $1 strikes stocks — Beta e High fliers - Beta
 ACI 1.64  AAPL 1.43
« ADSK 2.1 e CMG 1.12
e AlIG 3.84  CRM 1.78
« ANN 1.84 e FFIV 1.16
 ARUN 2.12 e GOOG 1.17

« ARM 3.54 « PCLN 1.14



SO, WHAT CAN YOU DO WITH IT?

e |If you have a small account, even less than
$1,000, you can obey all the short-term
option trading criteria and still afford to buy
several contracts of call or put options. With
that small account, you can even afford to
do credit spreads.

e |f your account is a little bigger; typically
over $3,000, you can even sell naked puts
and really fine -tailor the strike price you sell
In reference to support or resistance lines.



BUYING CALLS & PUTS

e Buying call and put options Is the most basic
of the option trading strategies and
$1 Wonders may be considered for their
application.

* The power of $1 Wonders is that you can
obey all the option trading criteria you were
taught to use at Market Essentials, and the
options can be comparatively inexpensive.

* And, with the strikes being just $1 apart, you
may find several strikes that meet all the
criteria.



AND ANOTHER ADVANTAGE

The Option Spreads are TINY!
Petroleo Brasiliero Mar36C TotalFinaElf. S.A. Mar55C



TWO MORE

Abbott Mar46C Alcon Mar160C



CRITERIA RECAP

* Most of your option trades will likely be short-
term (3 months or less); so you will be buying
In-the -money options.

 Don’t pay more for the time value portion of
the option premium than the intrinsic value.

* Buy options that have a delta between 70-
90.

 Make sure that the option has open interest
greater than 100 contracts.

 Check earnings. Make sure they are 14+
days out.



BAC In A Downtrend



BAC April $14 Put



BBT Coming Off Support



BBT April $27 Call



SELLING NAKED PUTS

» Selling naked puts assumes an obligation to
buy the underlying stock. Some of the
$1 Wonders may have the kind of
fundamentals needed to inspire stock
ownership.

* The challenge when selling naked puts Is the
fine balance of managing the risk vs. the
reward for selling the option. The $1
Wonders can potentially let you strike that
fine balance.



CRITERIA RECAP

* The stock should have a bullish price
pattern.

e Sell no more than 4 weeks of time, and the
last 2 weeks before option expiration Is a
prime time -erosion period.

e Sell the out-of-the -money put, one or two
strike prices below support.

 Make sure that earnings will not be coming
out during your period of obligation.

 Have a protective stop loss in place and
buy back your option prior to option
expiration.



BBBY, A Classic Example

* The stock is in a nice uptrend.

e It closed today at $47.58, above its $47.32
support level.



BBBY FUNDAMENTALS



CHECK OUT THE $47 AND $45 PUTS



Cl, Another Good Example

* The stock is in a nice channel, coming off

Su

e Jtc
Su

nport.
osed today at $42.67, above its $41.40

pport level.



Cl FUNDAMENTALS



CHECK OUT THE $41 AND $40 PUTS



CREDIT SPREADS

* There is a little recognized fact that the
narrower the spread, oftentimes the greater
the rate of return.

« And right now, $1 is the NARROWEST of
standard quoted spreads. ($0.50 is being
discussed now.)

« BONUS! On a per-contract basis, your risk
exposure Is lower than any standard quoted
spread and even with a modest trading
account, you can trade these $1 Wonders!



CRITERIA RECAP
Bull Put Spread

* The stock should have a bullish price
pattern.

* |dentify the stock’s support and resistance
evels and sell the put option at the first strike
orice below support.

 Then buy the put option just below the strike
price you sold.

* Place a stop loss on the option that you sold.

e Buy back the option you sold prior to option
expiration.




CRITERIA RECAP
Bear Call Spread

* The stock should have a bearish price
pattern.

* |dentify the stock’s support and resistance
evels and sell the call option at the first strike
orice above resistance.

* Then buy the call option just above the strike
orice that you sold.

* Place a stop loss on the option that you sold.

e Buy back the option you sold prior to option
expiration.




ADBE, Bull Put Spread



SELL THE APRIL $32 PUT
AND BUY THE APRIL $31



THE GREAT NEWS!

* You sell the $32 put for $.44 and buy the $31
put for $.21, that gives you a net credit of
$.23

e That doesn’t seem like much until you realize
the spread is just $1.

e That means you have $.23 in your pocket
with just $.77 at risk. That is nearly a 30% rate
of return, and it is only for 2 Y2 weeks!

« And, you will only need $77 in your account
for each contract you sell.




HIG, Bull Put Spread



SELL THE APRIL $26 PUT
AND BUY THE $25



THE GREAT NEWS!

e You sell the $26 put for $.40 and buy the $25
put for $.20, that gives you a net credit of
$.20

e That doesn’t seem like much until you realize
the spread is just $1.

e That means you have $.20 in your pocket
with just $.80 at risk. That is a 25% rate of
return, and it is only for 2 %2 weeks!

« And, you will only need $80 in your account
for each contract you sell.




FRO, Bear Call Spread



SELL THE APRIL $25 CALL
AND BUY THE $26



THE GREAT NEWS!

* You sell the $26 call for $.30 and buy the $25
call for $.15, that gives you a net credit of
$.15

e That doesn’t seem like much until you realize
the spread is just $1.

e That means you have $.15 in your pocket
with just $.85 at risk. That is nearly an 18%
rate of return, and it is only for 2 2 weeks!

« And, you will only need $85 in your account
for each contract you sell.




BRCM, Bear Call Spread



SELL THE APRIL $42 CALL
AND BUY THE $43



THE GREAT NEWS!

e You sell the $42 call for $.38 and buy the $43
call for $.19, that gives you a net credit of
$.19

e That doesn’t seem like much until you realize
the spread is just $1.

e That means you have $.19 in your pocket
with just $.81 at risk. That is nearly a 24% rate
of return, and it is only for 2 Y2 weeks!

« And, you will only need $81 in your account
for each contract you sell.




TIME AND MONEY

* What could be better than a stock with $1
option strike prices?

* |t would be a stock that has weekly options
as well!

 If money is an issue and you do not plan to
be in a trade more than 2-3 days, these
stocks present some great potential
opportunities.



WEEKLY $1 WONDERS

AIG American International Group
AXP American Express
BAC Bank of America

BP British Petroleum

C Citigroup

CSCO Cisco

F Ford

GE General Electric

GM General Motors

INTC Intel

JPM JPMorgan Chase
LVS Las Vegas Sands
MSFT Microsoft

USO United States Oil Fund
VZ Verizon

YHOO Yahoo



EXAMPLE: TODAY IS 2/18/11

There are, at this time, 33 stocks that have weekly
options available on them.

Of those 33, 16 have $1 strike prices.

Today (Friday, Feb. 18) is the first day that you could
buy options that will expire on Friday, Feb. 25. That
leaves you with 6 trading days for the stock to do
what you want it to do. Of those 6 days, plan on
using 3 or less of them. Time value will not be a
trickle, it will be a waterfall and you don’t want to

go over the falls!

Of the 16 Weekly $1 Wonders, only one provided a
compelling chart and one other looks like it has the
potential to set up for a reversal.



AXP, The Compelling Chart



THE OPTION CHAIN

« Remember: these options just came Into
rotation and the open interest will be low,
so you will have to have the courage of
your convictions. If you wait for the
minimum 100 contracts Ol, you could well
mIss a big part of the trade.

e Consider waiting until Monday to buy the
options and avoid the two  -day time
erosion over the weekend.



AXP, The 25 Mar 11 46 Put

e Expiration in just 6 trading days.

e Option premium $1.20. $.80 intrinsic value,
$.40 time value.

e Delta 75
« Earnings on April 20 ™ after the market.

e Open Interest is 15. Step up or step away,
It’s your call.



THE TRADE AND THE STOP LOSS.

e 2/18 at the close of market, you could have
bought three contracts of the 25 Mar ‘11 46
put for $1.20. That is $360 in the trade.

 Protective stop loss set at $46.50, giving the
order to sell the option at the market price if
the stock trades greater than $46.50.




3 DAYS LATER

BACK TO SUPPORT AND THE PUT IS WORTH $2.55



NEXT ONLINE CLASS:

Learning Earnings

e Learn how it may be possible to use a strangle
strategy with quarterly earnings announcement.

e Learn an understandable 11-step process.

e Learn how it’s possible to avoid traps and better
position your trade.

COMING JULY 27!
8-10 p.m.
Sign up online after class!

Wait for the pop -up with class information.
Or call 800-676-4410



$1 EARNINGS

 There are 11 criteria used for a typical earnings
strangle; one of those being the absolute
necessity to anticipate the price move on the
announcement and to position your option
strike prices accordingly.

« With stocks that have $1 option strike prices, the
job Is less complicated! Just buy one strike
price on either side of the stock and let the
trade develop.



HOW DO YOU FIND THEM?

e Personally, | started my research using just the
134 stocks that were qualified to be part of the
$1 Wonders list. | will eventually have to go
through all 466 to get a finalized list.

My original 134 stocks were volatile enough,
traded enough shares and had adequate
open Iinterest; so, all | had to do was check out
their historical earnings price moves and if they
regularly moved greater than 2.5 on the
announcement, they were In.



THE PROCESS

1. Go into Real Time Markets and type In the
stock’s ticker symbol.

2. Right click on the stock’s ticker symbol and
scroll to the bottom of the list where you will
find ‘“Third Party Information’.

3. Highlight it and look at the box to the right
where you will find ‘Earnings Calendar’ and
click on it. This will produce a list of the
companies upcoming earnings report date as-
well-as its prior three reporting dates.

Write down those four dates.

If you don’t have Real Time Markets, this informati  on is available from
various free websites, such as Yahoo and MSN.



WHAT IT LOOKS LIKE



THE RESULTS, A PLAYER



1 of 4, AKAM



2 of 4, LXK



3 of 4, GRMN



4 of 4, LVS



WHAT ABOUT WEEKLY ETF'S?

 Go where the action’s at. That could be gold
miners, silver, U.S. oil companies, etc. If
watching the overall market, consider keeping
an eye on the Q’s.

 These four ETF’s have great liquidity, they
move, and they are inexpensive to trade.

e Here are the tickers: GDX, SLV, USO and QQQ.

 Don’t get stuck here, the market is always
changing and some sectors will get ‘hot’” and
some will become the next ‘not so hot'.



CHECK THE USO CHART



CHECK THE CHAIN, 6 MAY '11 45P



PULL THE TRIGGER
Remember, this is only for 1-2 days!



2 HOURS AND OUT!



CHECK THE QQQ CHART



CHECK THE CHAIN, 6 MAY'11 59P



PULL THE TRIGGER



2 HOURS AND OUT!



EXAMPLE FROM MAY BHCLASS

* In my Market Essentials 2.0 class on the
morning of May 5th many commaodities,
Including silver, were In a freefall. A little
after 10 a.m. the May’11 39P was trading at
$3.40 when my class placed the non  -funded
practice trade. Just prior to the close of
business that day, the option was trading at
$5.60. That is a one -day $1 dollar wonderful
trade that had a yield of $2.20 profit
generating a 65% ROR!



THE PERFECT STORM!



BROKE? Maybe BREAK!

Face It; sometimes you start trading with
little, or your fortunes have been such that
you now only have a little left to trade with.

Too many people just give up; and that Is
rather sad.

My opinion is that if you have little to lose
and obeying the rules is not an option, then
breaking the rules might be an option!



WARNING!

The rules that you have been taught to apply
when trading options are designed to bring
you as much safety as possible and to
mitigate the inherent risks involved in options
trading. Do not break the rules!

Breaking these trading rules is highly risky and
can result in the loss of your investment
capital. (And don’t you forget it.) This
approach to trading is not for the weak of
heart.



RULES FOR RUIHREAKERS

Buying out-of-the -money options

Buy a minimum of three option contracts.
Do not buy options with a delta less than 20.
Do not buy options with spreads greater than $.10.

Buy at least 3 weeks of time and do not hold your position into the
two weeks before option expiration.

Rarely hold your position more than 4-5 days.

Your out-of-the-money options are all time value a nd it will erode
quickly and their price can fluctuate greatly. Bec ause of this; you
had better be right in your technical analysis.

Implied volatility can kill you. It is highly ris  ky to buy these out-of-the-
money options on a stock that has caught the market maker’s eye.

Check the option’s fair value to see if it may be overpriced.
Always check the stock’s earnings date.
Never buy out-of-the-money weekly options!




A FAVOR TO ME

 Since there are new stocks with $1
option strike prices being added
all the time, and the list with all the
avallable stocks being updated so
irregularly, | would ask that you
would emall the ticker symbol of
any new ones that you find.



NEXT ONLINE CLASS:

Earnings, A Living

* Learn how it may be possible to use a strangle strategy
with quarterly earnings announcement.

« Learn an understandable 11-step process.

e Learn how it’s possible to avoid traps and better
position your trade.

COMING JAN. 12 t
8-10 p.m .
Reg. $149.95

Tonight on sale $99
Sale Price Only For Online Purchases



Neither Better Trades or any of its personnel arer  egistered broker-dealers or
investment advisers. | will mention that | consider certain securities or positions to be

good candidates for the types of strategies we are discussing or illustrating. Because |
consider the securities or positions appropriate to the discussion or for illustration
purposes does not mean that | am telling you to tra de the strategies or securities.

Keep in mind that we are not providing you with rec ommendations or personalized
advice about your trading activities. The informat ion we are providing is not tailored

to any particular individual. Any mention of a par ticular security is not a
recommendation to buy, sell, or hold that or any ot her security or a suggestion that it is

suitable for any specific person. Keep in mind tha t all trading involves a risk of loss,
and this will always be the situation, regardless o f whether we are discussing strategies
that are intended to limit risk.

Also Better Trades’ personnel are not subjectto tr  ading restrictions. | and others at
Better Trades could have a position in a security o r initiate a position in a security at
any time.



