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PREFACE

We have done well with the 2014 edition of this Kindle
book. I am glad this book and the trading currency futures
options passed through the difficult times with no problems.
We have handled quantitative easing(QE) by several central
banks and BREXIT with ease. This book will teach you how
to make money trading currency options in a simple way.
This is an update with new positions for December 2016
expiration with new risk management adjustments. This is
for the main street and for someone with no knowledge of
currency options.

Risk of trading

Past performance is not necessarily indicative of
future results. Futures and options on futures trading
is speculative, involves substantial risk and is not
suitable for all investors. COMMODITY TRADING
INVOLVES SUBSTANTIAL RISK OF LOSS.

Why currency futures options?
With the present low interest rate environment, the money
market rates are very low. After taking inflation rates into
consideration the interest rates are in a negative territory.
Cash accounts are not making any returns to account
holders. May be even negative in some countries. With
recently introduced new rules even the money market funds
may not be as safe as before. I am an options trader for the
last twenty-seven years. I have traded the currency futures
options for the last seventeen years.
These are exchange traded currency options and third party
risk is low to none. These are considered as section 1256
contracts for IRS taxation (USA). Sixty percent long term

and forty percent short term capital gains. Please verify with
your certified accountant.
I have traded them with the help of charts, event driven,
trend patterns, fundamental and technical analysis. Then I
came across this unorthodox way of trading options without
charts, trends or events. What if I trade with the daily
movements of the currency only without worrying about
trends, events and central bank announcements? I realized
that the unique characteristics of the currency options (not
possible with equity options in my opinion) made it possible
to trade and make money with almost no or low risk. Risk is
continuously adjusted if needed. In this I, will describe and
show you how to make money without being tied down to
the computer, no fundamental or technical analysis. Sounds
ridiculous!! Isn’t it?

This is for the main street so that
everyone can participate in this
trading program.

INTRODUCTION
The money made after working hard is earning nothing at
the bank with low interest rates. The money markets funds
with the new regulations in force may even break the dollar.
Means there is no guarantee that even the money market
funds are safe now. Every investment and trade has risk.
The only way is to know how to minimize it and profit with
the trades and investments made. If the risk is lowered the
profits can be maximized.

A lot of thought, effort, research and experience went in to
create this simplified currency options trading. It all started
with the idea whether I could make money in currency
options without fundamental or technical analysis. I am not

against having this knowledge but for making money in
currency options trading it’s not a must to have this
knowledge in your domain. We can easily adjust the
currency option strike prices with the daily movement of
underlying currency when necessary. All this is possible
with the low commission environment of today. This was not
possible a few years back. Even with all the trades and
commissions I have paid, it’s still possible to make good
amount of money. My trading plans will show you how to do
it in the trading plans section.
These trading plans are executed with good and consistent
results. It’s possible to make money in a simple way
without going into technical analysis or fundamentals. The
currency options have unique characteristics for successful
trading which I will discuss in the trading plans. The options
are readjusted when needed.

Please use these trading plans to your advantage. How can
the main street participate in this? These contracts are
highly liquid, easy to trade and no third-party risk. I have
done it and you can too.

Keep it simple stupid

Overview of currency options trading

Currency trading is assumed to be over six trillion dollars a
day and it continues to grow at a rapid pace. There is lot of
money to be made from this as traders. Substantial profits
can be made with these trading plans. When a trade
crosses, the country’s borders the country’s currency needs
to be converted to the other or vice versa. When cross
border trading takes place currency contracts are used to
protect the value of these products. These are traded
through forward contracts and currency futures, etc.
Currency options are part of the portfolio of some asset
managers and hedge funds.

Currency options are traded through many platforms
including interbank currency trading, over the counter
trading and exchange traded currency options.
In this program, we trade exchange traded currency options
also called currency futures options. The traders act as
speculators in the market and provide liquidity.

This is not Forex trading.

Risk of trading

Past performance is not necessarily indicative of
future results. Futures and options on futures trading
is speculative, involves substantial risk and is not
suitable for all investors. COMMODITY TRADING
INVOLVES SUBSTANTIAL RISK OF LOSS.

The new way to trading currency options

This is a nontraditional approach to trading currency options. What is
our goal here? What kind of information do we need? Can we diversify
in our program?

Our goal is to make money using currency options irrespective of
currency direction↑↓. This trading is not like forex wherein currencies
move faster on the news ↓↑ same hour and same day. You may not
have time to adjust your positions or you are not there at your
computer. Currencies may not move in one direction on a given day or
in a week. Just look at the chart patterns. If every one reads the same
charts why can’t everyone make money? Its’ like the analysts buy two,
hold one and sell two. What would you do?

With currency options trading your profits are limited but reasonable
and your risk is also controlled. If you can protect your capital and
decrease your losses, you can always come back to make money.
Currencies tend to move on the news of geopolitical events. Does it
matter to our trading plan? There are different types of trading
programs out there in the market based on event driven, trend based,
employment numbers, Federal Reserve announcements, Federal open
market committee (FOMC) meetings and European central bank
statements, etc.
Chart patterns and analyst predictions are looked at too. These are all
good to look at them. You can read them to keep in mind what
direction a currency is going. The patterns may not reveal everything.
You can lose all your money between support and resistance levels.
You will never be able to calculate reasonable value of the option
premium and can execute it at correct price at the main street level.
You can only buy or sell at bid or ask price that shows up on the
monitor. That’s ok with me and you can still make money with that
price.

In this nontraditional approach the trading is based on the movement
of the underlying currency futures contract and is not based on trend,
charts, reports and statements.
The unique characteristics of the currency options make it possible to
trade in this way. Unlike equity options here there are no dividend
plays, unexpected mergers or the small print in the prospectus that
you never read. You don’t have to worry about stock market going up
or down.
This trading was not possible five or ten years ago because of the high
trading costs. Now with very low commission rates it’s possible.

Real-time trading

I am trading the three major currency options for the program. These
are American type options. €uro currency, Japanese ¥en and
Australian dollar are suitable for this trading. The liquidity is very high,
exchange traded, widely held and talked about. Most of all, easy to
follow from your smart phone and trade too. In my experience ninetyfive percent of the time the trades are made only in American trading
times and is the best time to do these trades. In my experience the
currencies are medium to highly volatile during non-American trading
times.
The trading plans are described in the next section along with
positions at initial placement. I want you to clearly understand that
this trading is applicable only to these three currencies (Euro
currency, Japanese Yen and Australian dollar) against United States
dollar.

What are currency options?

This is not a full guide to learning options trading. Terminology
necessary to trade currency options in these trading plans is given in
this chapter.
Currency futures options are nothing but right or obligation to buy or
sell currency futures contracts (bundled to fixed amounts of currency
and certain periods of time) for an amount money called premium.
The following are the single contract amounts for three major
currencies which I trade. The liquidity is very high for these
currencies.

EUR/USD = €125,000
Each 0.0001 move ↓↑ is $12.50
JPY/USD = ¥12,500,000

Each 0.000001 move↓↑ is $12.50
AUD/USD = A$100,000
Each 0.0001 move↓↑ is $10.00

Further contract specifications can be obtained from
www.CMEgroup.com/fx

These specific contracts expire at quarterly time intervals March,
June, September, December and the front months.
Interbank currency options can be bought and sold for any amount and
time periods but needs to come up with larger capital investments to
trade with the banks or over the counter market (OTC).

The currency futures contracts I trade are at the exchanges which are
regulated market places. The third-party risk is eliminated with this.

Terminology to remember for this trading plan:

Buying a call option = right to buy the currency futures contract at a
fixed strike price
Selling (writing) a call option = obligation to sell the currency futures
contract at a fixed strike price
Buying a put option = right to sell the currency futures contract at a
fixed strike price
Selling (writing) a put option = obligation to buy the currency futures
contract at a fixed strike price.
Buying = long = means + a contract
Selling = short = means - a contract

When you buy an option = you pay a premium ($$) taken out of your
account
When you sell an option = you receive a premium ($$) to your account

Selling a call option = at expiration of time you are short (sold) a
futures contract

Selling a put option = at expiration of time you are long (bought) a
futures contract

This is the basic terminology you need to know for trading currency
options in my book. There are other books available to read on
options. www.optionseducation.org
I want to make this as simple as possible without going through all the
options talk.

Simple terminology

Simple math

I have purposefully left these old contracts and
descriptions from the 2014 kindle edition so
that readers can familiarize themselves with
for historical value.

Basic currency trading plan for Euro€ / September 2014

On May 28th, 2014, the September 2014 Globex (GBX) Euro was
trading @ 1.3637

The following trading was initiated for Euro currency only.

Sold one (1) September 1.3500 GBX euro call strike price for 0.0262
(262 X 12.5) = $3275.00 = you receive
Sold one (1) September 1.3800 GBX euro put strike price for 0.0270
(270 X 12.5) = $3375.00 = you receive

Follow with these trades:

Sold two (2) September euro 1.3300 GBX euro puts strike price for
0.0070 each (70 X 2 X 12.5) = $1750 you receive
Now buy one (1) September euro 1.3500 GBX euro put strike price for
0.0127 (127 X 12.5) = $1587.50 = you pay

Sold two (2) September euro 1.4000 GBX euro call strike price for
0.0051 each (51 X 2 X 12.5) = $1275.00 you receive
Now buy one September euro 1.3800 GBX euro call strike price for
0.0105 (105 X 12.5) = $1312.50 = you pay (a small amount more than
you receive by selling two calls)

Positions at a glance:

Globex September 2014 euro at 1.3637 on May 28th 2014

-1 Call Sep14 1.3500 at 262
+1 Call Sep14 1.3800 at 105
-2 Call Sep14 1.4000 at 51
-2 Put Sep14 1.3300 at 70
+1 Put Sep14 1.3500 at 127
-1 Put Sep14 1.3800 at 270

These positions will make you $2900 if the Globex euro stays between
1.3300 and 1.4000 on September 2014 expiration date. You don’t have
to keep these positions until expiration. You can close them at any
time you want with a profit. These positions can be readjusted without
any problems even if they move beyond the mentioned levels. Margin
required probably about $8000. This is before commissions and
exchange fees.
2900/8000 * 100 = 36.25% in three months.

Now you follow the euro movement and sit tight until the euro moves
either below 1.3300 or higher than 1.4000. The value of positions can
fluctuate daily so we don’t have to worry until the Euro currency is
close to 1.3300 or 1.4000 or the expiry time is approaching and you
gained enough value or profits from the positions.

Multiply these with desired number of contracts you wish to trade or
follow with for practice until you are comfortable. You open your own

account at a futures commission merchant (broker) of your choice for
trading. You need a margin $$s in the account.
If you should make changes don’t be afraid to do change and follow
the instructions.
You can follow the closing prices @www.cmegroup.com/Fx or @ your
brokers website.
This is the basic strategy. There are other hybrids on the same formula
makes you money monthly with additional capital as reserve for
adjustments of positions if needed. I have not seen any dramatic
changes in this currency movement in one day which cannot be
handled safely <0.0300 historically in last five years. The advanced
techniques will be discussed in my next book.

How do we do it? Euro trading

1. Always try to initiate positions in the Euro currency 90 to
120 days before expiration. You get better premiums for
risk returns. Easier to readjust if needed. Major quarterly
expirations are March, June, September and December.
Check the options expiration calendar for currencies at
CME Group web site. Initiate the options as per the
instructions. You can initiate the options if the following
criteria are met.
2. Check the latest price of the Euro currency futures
contract for the expiration date. Example if the September
2014 Eurocurrency is trading at 1.3468 on July 24th 2014
consider the strike price of 1.3450 as your base strike
price.

3. Strike prices are usually at 50 point intervals apart
(0.0050= 50 points). Most of the option strike matrixes give
out option premiums calculated in dollar terms.
4. Check the value of the option premium prices. You should
get at least 200 points more than the intrinsic value of the
initiated strike prices ranges.
5. Check for the value of the premium prices. You should get
at least 200 points more in value than the strike price
difference. Example if you are selling December 2014-euro
currency 1.3250 call and 1.3650 put you should collect
more than 600 points in premium (in the money 400 points
and out of the money 200 points) that is 400 x 12.50 =
$5000 in the money and 200 X 12.5 = $2500 out of the
money.
6. Farther you are away in strike prices from current futures
contract price is better. Sometimes it may be only 150
points or even 100 points away on each side (means call
and put). That’s ok.

7. When the volatility is low the option premiums are low.
Then look for the different strike prices that fit the criteria.
One side can be 150 points and other side can be 200
points.
8. Here is the grid for option matrix

Calls

Strike prices

Puts

The two calls option premium sold at E+6 should
cover purchase of one call at E+4

Sell two calls at E+6 or E+6
higher

E+5

Buy one call at E+4 (E+4) Sell one put at E+4
E+3
E+2
E+1

Base strike price (E)
Futures contract price
E-1
E-2
E-3
Sell one call at E-4 (E-4) Buy one put at E-4 strike price
E-5
E-6 Sell 2 puts at E-6
or lower

Each interval between E+1 and E+2 is 50 points

The two put option premium collected at E-6 should cover the
purchase of a put at E-4. Total commissions should not cost more
than $50.00

9. Now at the edge of the options bracket you just sold and
collected the premiums to build a hedge with someone
else’s money.
10. Now buy a put at the same strike price where you sold
one call. Buy a call at the same strike price where you sold
one put.
11. Before you place an order for number 10 instruction sell
two puts at least two or more strike prices away from the
strike price of one put to be purchased. Make sure the
premium collected by selling two puts is adequate or
even more to purchase the put.
12. Same thing on call side. Again, before you buy the call
sell two calls at least two or more strike prices away
from the purchased call strike. Make sure the premiums
collected are adequate to buy the call.

13. If for any reason (usually low volatility) the premiums are
not covered by maybe 5 or 10 points its ok. You may
adjust the strike prices to cover it.

Results: As of this writing
On August 1st 2014 the September 2014 Euro currency closed at
1.3430. I have initiated the options contracts on May 28th, 2014
when the euro was at 1.3637. More than Sixty days lapsed and
let us see where we are now with our option pricing and any
adjustments are needed.
At the close of August 1st, 2014, I have gained a profit of 169
points X 12.5 = $2112.50.
That is 2112.50/8000 = 0.2640 X 100 = 26.40% gain in less than
three months. This gain is without much risk or stress. The
maximum expected was $2900 @ expiration. If I wanted I could
stretch it but I am happy with this gain. At this point I should
close my positions and initiate positions for the month of
December 2014 expiration with the current Euro currency

December 2014 futures price. When I close my positions, I am
closing them as spreads. Close Sep14 1.3500 call and Sep14
1.3800 put together. This way the slippage is controlled. Also,
close the Sep14 1.3500 put and Sep14 puts 1.3300. The Sep
1.3800 calls and Sep14 1.4000 calls may expire worthless or I
can close it. At the present the value of Sep14 1.3800 call is 3
points and Sep14 1.4000 calls is 1 only. Incase if the euro
currency goes below Sep14 1.3300 I have gained 232 points so
far. Suppose if the Euro is at 1.3250 on this day of August 1st,
2014 now sell 2 September 1.3200 calls to cover the two 1.3300
puts. This should more than cover the Sep14 1.3300 puts and
close these together as spreads for some more gain. See Risk
adjustments chapter for further adjustments.

Risk adjustment

Risk adjustments can be made easily with these currency options.
Mitigate the risk first by initiating at least 100 days before expiration

of the currency futures contract. I found this to be the optimum period
to initiate the trading plan. This way the premiums received are much
better even with low volatility of 4 to 6%. After initiating the positions
sit tight with the positions until some major movements occur in the
currency. If the currency stays between the ranges of the sold call and
puts do nothing. If the currency moves beyond the call sold or put sold
you are covered with the purchase (hedge) of your call or put. If the
currency moves below or above the ranges wait until the futures
contract is at least 50 points above the call or below the put range,
you have sold. Now, you sell one put or call one or two strikes above
or below the futures contract price.
For example, in the trading plan Euro currency we sold 1.3500 call and
1.3800 put. If the futures contract trading at or above 1.3850 then sell
one 1.3900 put for the same month to cover and if possible, close
(means buy to close) the 1.3800 put that was sold before. Next day if
the futures stay above 1.3800 the readjust the 1.3500 call sold as a
spread. Buy the 1.3500 call and sell 1.3650 or 1.3700 call for the
differential. Usually you could do this by buying the difference 1.3500
to 1.3650 for 100 points or 1.3500 to 1.3700) for 120 to 150 max. This

way you are saving money by buying up. You can do as many times as
needed without problems. Meanwhile after you do this you readjust the
1.3500 put purchased to 1.3700 put. Means reverse the two puts sold
at 1.3300 (buy them back) and sell the 1.3500 put all as spread with 2
legs. Now sell two 1.3500 or 1.3550 puts and with the premium
received buy one 1.3700 put to hedge again. Now on the call side sell
the Euro currency 1.3800 call owned and buy one 1.3900 call and sell
two 1.4050 or 1.4100 calls (if you sell these you must buy back short
two 1.4000 calls. You can do this as a spread) or if the 1.4000 call held
may cover the long 1.3900 call. The process is repeated if the time
value remains is long (more than 30 days) and if you need to do it up or
down. If no time value move to next quarter options pricing for J yen
and euro currency temporarily. Now, the difference between current
quarter and next quarter futures prices are not that much but very
close for Euro currency and Japanese yen within 10 points ($125)
range. Usually the currency moves in tandem for both the quarters.

The new adjusted positions if the Euro currency is moved to 1.3850 or
higher

-1 Sep14 1.3700 call
+1 Sep14 1.3900 call
-2 Sep14 1.4100 call
-1 Sep14 1.3900 put
+1 Sep14 1.3700 put
-2 Sep14 1.3500 put

If the currency moves down below the 1.3500 to 1.3450 or lower, then
sell a 1.3350 call or 1.3400 call for same month expiration and cover
the 1.3500 call means buy it back. And adjust the 1.3800 put down to
1.3600 put. Then close 1.4000 calls and 1.3800 call after a day. Now
open new 1.3600 call purchase by selling two calls at 1.3800 or 1.3750
which fetches enough premium to cover the call purchase.

The new adjusted positions for Euro currency if it moved to 1.3450 or
lower
-1 Sep14 1.3350 call
+1 Sep14 1.3600 call
-2 Sep14 1.3800 call
-1 Sep14 1.3600 put
+1 Sep14 1.3350 put
-2 Sep14 1.3150 put

Fig 1.
The Fig 1 shows what happened to the September 2014 Euro
currency from May 28th 2014 to August 1st 2014. The euro was
down from 1.3637 to 1.3430 and still we made money without
much risk.

Basic currency trading plan for J yen¥ / September 2014

On May 28th, 2014, the September 2014 Globex (GBX) Japanese Yen
was trading @ 9814
The following trading was initiated for Japanese yen only.

This one is different from the other two trading plans.
Sold two (2) September GBX Japanese Yen 9900 call strike price for
100 each (100 X 2 X 12.50) = $2500.00 you receive

Now bought one (1) September GBX Japanese Yen 9700 call strike
price for 198 (198 X 12.5) =$2475 you pay

Sold two (2) September GBX Japanese Yen 9700 put strike price for 84
each (84 X 2 X 12.50 = $2100 you receive
Now bought one (1) September GBX Japanese yen 9900 put strike
price for 186 (186 X 12.5) = $2325 you pay more for the put by $225
than collected.

Positions at a glance:

+1 Call Sep14 9700 at 198
-2 Call Sep14 9900 at 100
-2 Put Sep14 9700 at 84
+1 Put Sep14 9900 at 186

You follow the movement of September 2014 Globex Japanese yen
and if necessary we make changes.
The margin for these positons is less than $4000. The maximum gain
is $2300 if the J Yen stays between 9700 and 9900 until expiration
that is 200 X 12.5 =$2500 – 200 over paid over premium received for
buying the 9900 put.
That is a gain of 2300/4000 = 0.575 x 100 = 57.5% in three months.
If the Japanese yen moves beyond these levels the positions can be
easily readjusted without much problem either in terms of time or
premium received. If the J yen goes below 9700 put or above the 9900
call you gained 200 points on the 9900-strike put or 9700 call. Watch
for the put below 9700 and call above 9900 for adjustments with time
or closing the positions with profit.

Japanese Yen trading - how?

1. Always try to initiate positions in the Globex Japanese yen
(6J) 90 to 100 days before expiration. You get better
premiums for risk returns. Major quarterly expirations are
March, June, September and December. Check the options
expiration calendar for currencies at CME Group web site.
Initiate the options as per the instructions. You can initiate
the options if the following criteria are met.
2. Check the latest price of the Globex Japanese yen futures
contract for the expiration date. Example if the September
2014 Globex Japanese yen is trading at 0.9815 also usually
referred to as 9815 on May 28th, 2014 consider the strike
price of 9800 as your base strike price.

3. Strike prices are usually at 50 point intervals apart
(0.0050= 50 points). Most of the option strike matrixes give
out option premiums calculated in dollar terms.
4. Check the value of the option premium prices. You should
get at least 200 points over the intrinsic value of the
initiated strike prices.
5. In this trading plan buy one in the money call option within
two strikes with the premium collected by selling two
strikes out of the money calls. Make sure the premium
received is adequate to buy the call option. Check for the
value of the premium prices.
6. The same thing is done with the put strike price.
Purchase one in the money put option two strike prices in
the money with the premium collected by selling two
strikes out of the money put options.
7. When the volatility is low the option premiums are low.
Then look for the different strike prices that fit the criteria.
One side can be 100 points and other side can be 200
points.

8. If for any reason (usually low volatility) the premiums are
not covered may be 5 or 10 points its ok. You may adjust
the strike prices to cover it.
9. Here is the grid for option matrix

Calls

Strike prices

Puts

The two calls option premium sold at J+2 should
cover the purchase of one call at J-2
J+5
J+4
J+3
Sell two calls at J+2 (J+2) Buy one put at J+2
J+1

Base strike price (J)
Futures contract price/month
J-1
Buy one call at J-2 (J-2) Sell two puts at J-2 or lower
J-3
-

J-4

The two put option premium collected J-2 or lower should
cover the purchase of a put at J+2.

This trading plan is different from the Euro currency plan. Let us
see how well we did with this plan. As of august 1st, 2014 the
September 2014 Japanese yen closed at 9753.
Now, the option value of the current position is a gain of 141
points that is 141 x 12.50 = $1762.50.
The gain is 1762.50/4000 = 0.4406 x 100 = 44.6%.
This is a gain of 44.6%. Even if you start with a capital of $8000
that is still 1762.50/8000 = 0.2203 x 100 = 22.03%. Now I can
close these positions and initiate to December 2014 J yen option
positions as per the criteria.
If the J yen moved beyond the 9700 put or 9900 call the strike
prices rearranged by selling appropriate calls or puts to counter.
If there is enough time left like selling one September 9600 call
to counter one September 9700 put and if the J yen is over 9900

sell one September 10000 put to counter. Further adjustments
are made as needed.

The Fig 2 shows the movement of September J yen May 28
through August 1st, 2014.

Fig 2

Basic currency trading plan for Australian dollar / September
2014

On May 28th 2014 the Australian currency (AUD) is trading at 9188

The following positions were initiated on that day

Sold one (1) September 2014 Globex (GBX) AUD strike price 9100 Call
@ 198 (198 X 10) = $1980 you receive

Sold one (1) September 2014 GBX AUD strike price 9250 Put @ 173
(173 X 10) =$1730 you receive

Now follow with same time

Sell two (2) September 2014 GBX AUD call 9400 strike price @ 55 (55 X
2 X 10) = $1100 you receive
Buy one (1) September 2014 GBX AUD call 9250 strike price @ 112 (112
X10) = $1120 you pay
Sell two (2) September 2014 GBX AUD put 8900 strike price @ 57 (57 X
2 X 10) = $1140 you receive
Buy one (1) September 2014 GBX AUD put 9100 strike price @ 109 (109
X 10) = $1090 you pay

Positions at a glance:
-1 Sep14 Call 9100 at 198

-2 Sep14 Call 9400 at 55
+1 Sep14 Call 9250 at 112
-2 Sep14 Put 8900 at 57
+1 Sep14 Put 9100 at 109
-1 Sep14 Put 9250 at 173

Now watch the Australian dollar for movement above 9400 or below
8900
The margin for these positions is $5200. Maximum gain at expiration is
$2210
If the Aussie dollars stays between 8900 and 9400. That is a gain of
2210/5200= 0.425 x 100 = 42.5% gain in three months. Suppose you
started with a capital of $10000 it’s still a gain of 2210/10000 = 0.221 x
100 = 22.1% gain. The positions can be closed with a profit before
expiration or readjusted if necessary below the bench mark levels
8900-9400.

You may have to change accordingly when the movement occurs. The
Aussie dollar is lot more volatile than the euro. Don’t be afraid to
change. There are a lot of safe zones in the currency options for
adjusting.

Australian dollar trading
This is how you do it

1. Always try to initiate positions in the Australian dollar 90 to
100 days before expiration. You get better premiums for risk
returns. Major quarterly expirations are March, June,
September and December. Check the options expiration

calendar for currencies at CME Group web site. Initiate the
options as per the instructions. You can initiate the options if
the following criteria are met.
2. Check the latest price of the Australian dollar futures
contract for the expiration date. Example if the September
2014 Australian dollar is trading at 9188 on May 28th 2014
consider the strike price of 9200 as your base strike price.
3. Strike prices are usually at 50 point intervals apart (0.0050=
50 points). Most of the option strike matrixes give out option
premiums calculated in dollar terms.
4. Check the value of the option premium prices. You should get
at least 200 points more than the intrinsic value of the
initiated strike prices.
5. Check for the value of the premium prices. You should get at
least 200 points more in value than the strike price difference.
Example if you are selling September 2014 Australian dollar
9000 call and 9400 put you should collect more than 600
points in premium (in the money 400 points and out of the

money 200 points) that is 400 x 10.00 = $4000 in the money
and 200 X 10.00 = $2000 out of the money.
6. Farther you are away in strike prices from current futures
contract price is better. Sometimes it may be only 150 points
or even 100 points away on each side (means call and put).
That’s ok.
7. When the volatility is low the option premiums are low. Then
look for the different strike prices that fit the criteria. One side
can be 150 points and other side can be 200 points.
8. Here is the grid for option matrix

Calls

Strike prices

Puts

The two calls option premium sold at A+6 should
cover purchase of one call at A+4

Sell two calls at A+6 or A+6
higher

A+5

Buy one call at A+4 (A+4) Sell one put at A+4
A+2
A+1

Base strike price (A)
Futures contract price/month
A-1
A-2
A-3
Sell one call at A-4 (A-4) Buy one put at A-4 strike price
A-5
A-6 Sell 2 puts at A-6 strike price or lower

The two put option premium collected at A-6 should cover the
purchase of a put at A-4. For the positions the commissions should not
cost more than $50.00

9. Now at the edge of the options bracket you just sold and
collected the premiums build a hedge with someone else’s
money.
10.

Now buy a put at the same strike price where you sold one

call. Buy a call at the same strike price where you sold one
put.
11.

Before you place an order for number 10 instruction sell

two puts at least two or more strike prices away from the
strike price of one put to be purchased. Make sure the
premium collected by selling two puts is adequate or even
more to purchase the put.
12.

Same thing on call side. Again, before you buy the call sell

two calls at least two or more strike prices away from the

purchased call strike. Make sure the premiums collected are
adequate to buy the call.
13.

If for any reason (usually low volatility) the premiums are

not covered may be 5 or 10 points its ok. You may adjust the
strike prices to cover it.

As of closing of August 1st 2014 the September 2014 Australian
dollar was trading at 9285. The option pricing on this day reveals
I have a gain of 155 points equal to 155 X 10 = $1550. We have
margin of 4000. This is a gain of 1550/4000 = 0.3875 X 100 =
38.75%. Even if you double the starting capital to $8000 you
have a gain of 1550/8000 = 0. 1937 x 100 = 19.37%. Not a bad
gain. At this point I am closing my positions and initiate new
positions for December 2014.

The Australian dollar is at 9285 and not yet reached 8900 or
9400. Strike positions readjusted if needed. We gained 155
points out of possible gain of 221 points. At this point it is better

to restart new positions with a better risk profile that is initiate
options for next quarter following the criteria laid out. The Fig 3
shows the movement of Australian dollar from May 28th to August
1st 2014

Fig 3.

Risk adjustment

Risk adjustments can be made easily with these currency options.
Mitigate the risk first by initiating at least 100 days before expiration
of the currency futures contract. I found this to be the optimum period
to initiate the trading plan. This way the premiums received are much
better even with low volatility of 4 to 6%. After initiating the positions
sit tight with the positions until some major movements occur in the
currency. If the currency stays between the ranges of the sold call and
puts do nothing. If the currency moves beyond the call sold or put sold
you are covered with the purchase (hedge) of your call or put. If the
currency moves below or above the ranges wait until the futures
contract is at least 50 points above the call or below the put range,
you have sold. Now, you sell one put or call one or two strikes above
or below the futures contract price.
For example, in the trading plan Euro currency we sold 1.3500 call and
1.3800 put. If the futures contract trading at or above 1.3850 then sell

one 1.3900 put for the same month to cover and if possible, close
(means buy to close) the 1.3800 put that was sold before. Next day if
the futures stay above 1.3800 the readjust the 1.3500 call sold as a
spread. Buy the 1.3500 call and sell 1.3650 or 1.3700 call for the
differential. Usually you could do this by buying the difference 1.3500
to 1.3650 for 100 points or 1.3500 to 1.3700) for 120 to 150 max. This
way you are saving money by buying up. You can do as many times as
needed without problems. Meanwhile after you do this you readjust the
1.3500 put purchased to 1.3700 put. Means reverse the two puts sold
at 1.3300 (buy them back) and sell the 1.3500 put all as spread with 2
legs. Now sell two 1.3500 or 1.3550 puts and with the premium
received buy one 1.3700 put to hedge again. Now on the call side sell
the Euro currency 1.3800 call owned and buy one 1.3900 call and sell
two 1.4050 or 1.4100 calls (if you sell these you must buy back short
two 1.4000 calls. You can do this as a spread) or if the 1.4000 call held
may cover the long 1.3900 call. The process is repeated if the time
value remains is long (more than 30 days) and if you need to do it up or
down. If no time value move to next quarter options pricing for J yen
and euro currency temporarily. Now, the difference between current

quarter and next quarter futures prices are not that much but very
close for Euro currency and Japanese yen within 10 points ($125)
range. Usually the currency moves in tandem for both the quarters.

The new adjusted positions if the Euro currency is moved to 1.3850 or
higher

-1 Sep14 1.3700 call
+1 Sep14 1.3900 call
-2 Sep14 1.4100 call
-1 Sep14 1.3900 put
+1 Sep14 1.3700 put
-2 Sep14 1.3500 put

If the currency moves down below the 1.3500 to 1.3450 or lower, then
sell a 1.3350 call or 1.3400 call for same month expiration and cover
the 1.3500 call means buy it back. And adjust the 1.3800 put down to
1.3600 put. Then close 1.4000 calls and 1.3800 call after a day. Now
open new 1.3600 call purchase by selling two calls at 1.3800 or 1.3750
which fetches enough premium to cover the call purchase.

The new adjusted positions for Euro currency if it moved to 1.3450 or
lower
-1 Sep14 1.3350 call
+1 Sep14 1.3600 call
-2 Sep14 1.3800 call
-1 Sep14 1.3600 put
+1 Sep14 1.3350 put
-2 Sep14 1.3150 put

Basic currency options strategies December 2016

Basic currency trading plan for Euro€ Expiring December
2016 (Symbol: ECZ16)

On August 12th, 2016, the December 2016 Globex (GBX) Euro was
trading @ 1.12220 on close. The base strike price for initiation of
trading is 1.1200

The following trading was initiated for Euro currency only.
(The premiums might vary depending on the day and time you still follow the same plan)

Sold one (1) December 2016 1.0900 GBX euro call strike price for
0.04200 (420 X 12.5) = $5250.00 = you receive
Sold one (1) December 2016 1.1500 GBX euro put strike price for
0.03740 (374 X 12.5) = $4675.00 = you receive

Follow with these trades:

Sold two (2) December 2016 1.0650 GBX euro puts strike price for
0.0053 each (53 X 2 X 12.5) = $1325 you receive
Now buy one (1) December 2016 1.0900 GBX euro put strike price for
0.0099 (99 X 12.5) = $1237.50 = you pay
You receive $87.50 more than you pay= + $87.50

Sold two (2) December 2016 1.1700 GBX euro call strike price for
0.0052 each (52 X 2 X 12.5) = $1300.00 you receive
Now buy one December 2016 1.1500 GBX euro call strike price for
0.0097 (97 X 12.5) = $1212.50 = you pay
You receive $87.50 more than you pay = $87.50
Positions at a glance:
Globex December 2016 euro at 1.12220 on August 12th, 2016
-1 Call Dec16 1.0900 at 420

+1 Call Dec16 1.1500 at 97
-2 Call Dec16 1.1700 at 52
-2 Put Dec16 1.0650 at 53
+1 Put Dec16 1.0900 at 99
-1 Put Dec16 1.1500 at 374
December 1.0900 call premium received 420 points
December 1.1500 put premium received 374 points
Total points received = 794
Net in the money points = 1.1500 -1.0900 = 600 points
Possible gain to be made = 794- 600 = 194 per contract that is 194 x
12.5 = $2425.

These positions will make you $2600 if the Globex euro stays between
1.0900 and 1.1500 on December 2016 expiration date. This includes
$175 you got paid extra for hedging positions. You don’t have to keep
these positions until expiration. You can close them at any time you

want with a profit. These positions can be readjusted without any
problems even if they move beyond the mentioned levels. Margin
required probably about $8000. This is before commissions and
exchange fees.
2600/8000 * 100 = 32.50% in 119 days.

Now you follow the euro movement and sit tight until the euro moves
either below 1.09000 or higher than 1.15000. The value of positions
can fluctuate daily so we don’t have to worry until the Euro currency is
close to 1.09000 or 1.15000 or the expiry time is approaching and you
gained enough value or profits from the positions. Usually close the
positions when you want to open the next quarter positions Example:
100 or 120 days before the March 2017-euro expiration.

Multiply these with desired number of contracts you wish to trade or
follow with for practice until you are comfortable. You open your own
account at a futures commission merchant (broker) of your choice for
trading. You need a margin $$s in the account.

If you should make changes don’t be afraid to do change and follow
the instructions.
You can follow the closing prices @www.cmegroup.com/Fx or @ your
brokers website.
This is the basic strategy. There are other hybrids on the same formula
makes you money monthly with additional capital as reserve for
adjustments of positions when needed. I have not seen any dramatic
changes in this currency movement in one day which cannot be
handled safely <0.0300 historically in last five years. The advanced
techniques will be discussed in my advanced strategies book.

How do we do it? Euro trading

1. Always try to initiate positions in the Euro currency 100 to
120 days before expiration. You get better premiums for risk
management, returns and easier to readjust when needed.

Major quarterly expirations are March, June, September and
December. Check the options expiration calendar for
currencies at CME Group web site. Initiate the options as per
the instructions. You can initiate the options if the following
criteria are met.
2. Check the latest price of the Euro currency futures
contract for the expiration date. Example if the December
2016 Eurocurrency is trading at 1.1222 on August 12th, 2016
consider the strike price of 1.1200 as your base strike price.
3. Strike prices are usually at 50 point intervals apart
(0.0050= 50 points). Most of the option strike matrixes give
out option premiums calculated in dollar terms.
4. Check the value of the option premium prices. You should
get at least 200 points more than the intrinsic value of the
initiated strike prices ranges.
5. Check for the value of the premium prices. You should get
close to 200 points more in value than the strike price
difference. Example if you are selling December 2016 euro

currency 1.0900 call and 1.1500 put you should collect more
than 800 points in premium (in the money 600 points and out
of the money 200 points) that is 600 x 12.50 = $7500 in the
money and 200 X 12.5 = $2500 out of the money. Our trade for
December 2016 is collecting 194 points that is 194 x 12.5 =
$2425
6. Farther you are away in strike prices from current futures
contract price is better. Sometimes it may be only 150 points
or even 100 points away on each side (means call and put).
That’s ok.
7. When the volatility is low the option premiums are low.
Then look for the different strike prices that fit the criteria.
One side can be 150 points and other side can be 200 points.
8. Here is the grid for option matrix

Calls

Strike prices

Puts

The two calls option premium sold at E+10 should
cover purchase of one call at E+6
Sold two calls @ 1.1700 strike ------ E+10------- strike price 1.1700
Bought one call at 1.1500 strike---- E+6-------Sold one put @ 1.1500 strike
E+5
E+4
E+3
E+2
E+1

Base strike price

(E)

Example Euro 1.1200

Futures contract price
E-1
E-2
E-3
E-4
E-5
Sold one call @ strike price 1.0900 ------- E-6-------Bought one put @ strike price 1.0900
E-7
E-11----- sold two puts @ strike price 1.0650
Each interval between E+1 and E+2 = 50 points
Each interval between E-1 and E-2 = 50 points
The two put option premium collected at E-11 should cover the purchase of a put at E-6.
Total commissions should not cost more than $50.00

We have 1.0900 call and 1.1500 puts sold represented on the
above grid. So are the other positions.

9. Now at the edge of the options bracket you just sold and
collected the premiums to build a hedge with someone else’s
money.
10. Now buy a put at the same strike price where you sold
one call. Buy a call at the same strike price where you sold
one put.
11.Before you place an order for number 10 instruction sell
two puts at least two or more strike prices away from the
strike price of one put to be purchased. Make sure the
premium collected by selling two puts is adequate or even
more to purchase the put.
12. Same thing on call side. Again, before you buy the call sell
two calls at least two or more strike prices away from the
purchased call strike. Make sure the premiums collected are
adequate to buy the call.

13. If for any reason (usually low volatility) the premiums are
not covered by maybe 5 or 10 points deficits its ok. You may
adjust the strike prices to cover it.

Results: As of this writing
On October 21st, 2016, the December 2016 Euro currency closed
at 1.0899. I have initiated the options contracts on August 12th,
2016 when the euro was at 1.12220. More than Seventy days
lapsed and let us see where we are now with our option pricing
and any adjustments are needed.
At the close of October 21st, 2016, I have gained a profit of 81
points X 12.5 = $1012.50. This includes 30 points gained with
long December 1.0900 put option That is 1012.50/8000 = 0.1265 X
100 =12.65% gain in seventy days. This gain is without much risk
or stress. The maximum expected was $2600 @ expiration. If I
wanted I could stretch it by risk adjustment of the positions
without losing the gains but I am happy with this gain. At this
point I should close my positions and initiate positions for the

month of March 2017 with the current Euro currency March 2017
futures price. When I close my positions, I am closing them as
spreads. Close December 2016 1.0900 call and December 1.1500
put together. If possible, make sure you can close the spread
within 10 points of close from the day before unless the volatility
spikes up then you may have to wait for a day or two until the
volatility comes down. This way the slippage is controlled. Also,
close the December 1.0900 put along with 1.065 puts at the
same time and December 2016 Calls bought at 1.1500 and the
calls sold at 1.1700 may expire worthless or I can close it. At the
present the value of December 2016 1.1500 call is 8 points and
the 1.1700 calls is 3 points. If the December 2016 euro currency
goes below 1.0900 and says at 1.0875 at the closing readjust the
options bracket by selling one euro currency December 1.0800
call and roll down (readjust) the December 1.1500 put by buying
back and selling the December 1.1300 put as a spread at a
discount. Usually you can buy the spread at 150 to 160 points.
Reinstate the hedges by buying one December 1.0800 put and
selling two puts below that strike price to cover the premium.

Buy the December 1.1300 call and sell two calls above December
1.1500. when the December 1.0800 call is sold, you can close
the December 1.0900 call. Further Risk adjustment details in
Chapter on risk adjustment.

The Fig 1 shows what happened to the December 2016 Euro
currency from 2015 to October 2016.

Fig 1.

Chart courtesy of www.CMEgroup.com

Risk adjustment for Euro currency December 2016

Risk adjustments can be made easily with these currency options.
Mitigate the risk first by initiating at least 100 days before expiration
of the currency futures contract. I found this to be the optimum period
to initiate the trading plan. This way the premiums received are much
better even with low volatility of 4 to 6%. After initiating the positions
sit tight with the positions until some major movements occur in the
currency. If the currency stays between the ranges of the sold call and
puts do nothing. If the currency moves beyond the call sold or put sold
you are covered with the purchase (hedge) of your call or put. If the
currency moves below or above the ranges wait until the futures
contract is at least 50 points above the call or below the put range,
you have sold. This is for confirmation to make sure the currency
contract is not tracing back. Now, you sell one put or call two strikes
above or below the futures contract price.
For example, in the trading plan Euro currency we sold 1.0900 call and
1.1500 put. If the futures contract trading at or above 1.1500 then sell

one 1.1650 put for the same month to cover and if possible, close
(means buy to close) the 1.1500 put that was sold before. Next day if
the futures stay above 1.1500 then. If possible, readjust the 1.0900
call sold as a spread. Buy the 1.0900 call and sell 1.1000 or 1.1050 call
for the differential. Usually you could do this by buying the difference
1.0900 to 1.10500 for 110 to 120 points depends on the time remaining
to expiration. This way you are saving money by buying up. You can do
as many times as needed without problems. Meanwhile after you do
this you readjust the 1.0900 put purchased to 1.1050 put. Means
reverse the two puts sold at 1.0650 (buy them back) and sell the
1.0900 put. Now sell two 1.07500 or 1.0800 puts and with the premium
received buy one 1.1050 put to hedge again. Now on the call side sell
the Euro currency 1.1500 call owned and buy one 1.1650 call and sell
two 1.1850 or higher (if you sell these you must buy back short two
1.1700 calls. You can do this as a spread. The process is repeated if
the time value remains is long (more than 30 days) and if you need to
do it up or down. If no time value move to next quarter options pricing
for euro currency temporarily. Now, the difference between current
quarter and next quarter futures prices are not that much but very

close for Euro currency range. The next quarter move changes the
Euro currency futures contract to the next quarter contract. Usually
the currency moves in tandem for both the quarters.

The new adjusted positions if the Euro currency is moved to 1.1550 or
higher

-1 Dec 16 1.10500 call
+1 Dec 16 1.16500 call
-2 Dec 16 1.18500 call
-1 Dec 16 1.16500 put
+1 Dec 16 1.10500 put
-2 Dec 16 1.0800 put

On the other hand

If the currency moves down below the 1.0900 to 1.08500 or lower,
then sell a 1.0750 call or 1.0800 call for same month expiration and
cover the 1.0900 call means buy it back. And adjust the 1.1500 put
down to 1.1300 put. Then close 1.1700 calls and 1.1500 call after a
day. Now open new 1.1300 call purchase by selling two calls at 1.1500
or 1.1550 which fetches enough premium to cover the call purchase.

The new adjusted positions for Euro currency if it moved to 1.0850 or
lower
-1 Dec16 1.0750 call
+1 Dec16 1.1300 call
-2 Dec16 1.1550 call
-1 Dec16 1.1300 put
+1 Dec16 1.0750 put
-2 Dec16 1.0500 put

Basic currency trading plan for J yen¥ for December 2016
expiration (Symbol: JYZ16)

On August 12th, 2016, the December 2016 Globex (GBX) Japanese Yen
was trading @ .009930 rewrite as 9930 for ease of understanding and
how the option strike prices written.
The following trading was initiated for Japanese yen only.

We place our positions the same way as the Euro because the
premiums were reasonable to place positions. This is the ideal basic
trading strategy for these currencies if premiums are reasonable per
the criteria that’s followed here.
Sold two (2) December 2016 GBX Japanese Yen 10600 call strike price
for 88 each (88 X 2 X 12.50) = $2200 you receive
Now bought one (1) December GBX Japanese Yen 10200 call strike
price for 167 (167 X 12.5) =$2087.50 you pay

This is a very good hedge for what we are going to place for principal
positions because there is almost 400-point difference (eight strikes
away from the 10200-hedge excellent
You make an extra $112.50 on this

Sold two (2) December 2016 GBX Japanese Yen 9350 put strike price
for 63 each (63 X 2 X 12.50) = $1575 you receive
Now bought one (1) December GBX Japanese yen 9600 put strike price
for 122 (122 X 12.5) = $1525 you pay
You receive $50.00 extra as benefit= +$50
These are the hedge positions we placed before the principal positions
Now place the principal positions
Sold one (1) December 2016 Japanese yen 9600 call strike price for
451(451 x 12.50) = $5637.50 you receive
Sold one (1) December 2016 Japanese yen 10200 put strike price
437(437 x 12.50) = $5462.50

Positions at a glance:

-1 December 2016 Call 9600 at 451
+1 December 2016 Call 1020 at 167
-2 December 2016 Call 1060 at 88
-2 December 2016 Put 9350 at 63
+1 December 2016 Put 9600 at 122
-1 December 2016 Put 1020 at 437
You follow the movement of December 2016 Globex Japanese yen and
if necessary we make changes.
The margin for these positons is less than $8000. The maximum gain
is $3600 if the J Yen stays between 9600 and 10200 until December
2016 expiration or between 9350 and 10600 because of the hedge we
placed.
That is a gain of 3600/8000 = 0.45 x 100 = 45.00% in 119 days.
If the Japanese yen moves beyond these levels the positions can be
easily readjusted without much problem either in terms of time or

premium received. Watch for the put below 9600 and call above 10200
for adjustments with time or closing the positions with profit.

Japanese Yen trading - how?

1. Always try to initiate positions in the Globex Japanese yen
(6J) 100 to 120 days before expiration. You get better
premiums for risk returns. Major quarterly expirations are
March, June, September and December. Check the options
expiration calendar for currencies at CME Group web site.
Initiate the options as per the instructions. You can initiate
the options if the following criteria are met.
2. Check the latest price of the Globex Japanese yen futures
contract for the expiration date. Example if the December
2016 Globex Japanese yen is trading at 9930 on August 12th,
2016 consider the strike price of 9900 as your base strike
price.
3. Strike prices are usually at 50 point intervals apart (0.0050=
50 points). Most of the option strike matrixes give out option
premiums calculated in dollar terms.

4. Check the value of the option premium prices. You should
get at least 200 points over the intrinsic value of the
initiated strike prices.
5. Check for the value of the premium prices. You should get
close to 200 points more in value than the strike price
difference. Example if you are selling December 2016
Japanese Yen 9600 call and 10200 put you should collect
more than 800 points in premium (in the money 600 points
and out of the money 200 points) that is 600 x 12.50 = $7500
in the money and 200 X 12.5 = $2500 out of the money. Our
trade for December 2016 is collecting 288 points that is 288 x
12.5 = $3600
6. Farther you are away in strike prices from current futures
contract price is better. Sometimes it may be only 150 points
or even 100 points away on each side (means call and put).
That’s ok.

7. When the volatility is low the option premiums are low.
Then look for the different strike prices that fit the criteria.
One side can be 150 points and other side can be 200 points

8. Here is the grid for option matrix

Calls

Strike prices

Puts

The two calls option premium sold at J+14 should
cover the purchase of one call at J+6

Sold two calls at 106 strike-

J+14-------- strike price 1060
J+8
J+7

Bought one call at 1020 strike- J+6 -------Sold one put at 1020 strike price
J+5
J+4
J+3
J+2
J+1

Base strike price

(J)

Example 9900

Futures contract price/month
J-1
J-2
J-3
-

J-4
J-5
Sold one call @ strike 9600--

J-6 ------Bought one put @ 9600
J- 11-------Sold two puts @ strike price 9350

The two put option premium collected J-11 or lower should
cover the purchase of a put at J-6.

This trading plan is same as the Euro currency plan. Let us see
how well we did with this plan. As of October 21st, 2016, the
December 2016 Japanese yen closed at 9649.
Now, the option value of the current position is a gain of 216
points that is 216 x 12.50 = $2700.
The gain is 2700/8000= 0.3375 x 100 = 33.75%.
This is a gain of 33.75%. This includes a gain of 157 points with
December 9600 call and 10200 put plus the gains on the hedge.
Now I can close these positions and initiate the March 2017
positions as per the criteria. When the positions are closed, they
should be closed as spread to minimize the slippage.
If the J yen moved beyond the 9600 put or 10200 call the strike
prices rearranged by selling appropriate calls or puts to counter.
If there is enough time left like selling one December 9500 call

readjust for 10200 put and close the 9600 call as appropriate. At
this point the 9600 put that was bought is gaining in value as a
hedge. If the Japanese Yen goes over 10200 the 10200 call
bought acts as hedge gaining in value until we readjust by selling
one 10300 put and closing the 10200 put for readjustment. The
adjustments are made as needed. When the currency goes deep
in the money on either side the call or put is rearranged.
Discussed in depth in risk adjustment section.

The Fig 2 shows the movement of December J yen August 12th,
2016 through October 21st, 2016.

Fig 2

Chart courtesy of www.cmegroup.com

Risk adjustment for Japanese yen December 2016

Risk adjustments can be made easily with these currency options.
Mitigate the risk first by initiating at least 100 days before expiration
of the currency futures contract. I found this to be the optimum period
to initiate the trading plan. This way the premiums received are much
better even with low volatility of 4 to 6%. After initiating the positions
sit tight with the positions until some major movements occur in the
currency. If the currency stays between the ranges of the sold call and

puts do nothing. If the currency moves beyond the call sold or put sold
you are covered with the purchase (hedge) of your call or put. If the
currency moves below or above the ranges wait until the futures
contract is at least 50 points above the call or below the put range,
you have sold. Now, you sell one put or call one or two strikes above
or below the futures contract price.
For example, in the trading plan Japanese yen we sold 9600 call and
1020 put.
If the futures contract trading at or above 10250 then sell one 10350
put for the same month to cover and if possible, close (means buy to
close) the 10200 put that was sold before. Next day if the futures stay
above 10200 then rollup the 9600-call sold as a spread. Buy the 9600
call and sell 9700 or 9750 call for the differential. Usually you could do
this by buying the difference 9600 to 9750 for 110 points or 120 max.
This way you are saving money by roll up. You can do as many times
as needed without problems. Meanwhile after you do this you readjust
the 9600 put purchased to 9750 put. Means reverse the two puts sold
at 9350 (buy them back) and sell the 9500 or 9550 put all as a spread.
Now with the premium received buy one 9750 put to hedge again.

Now on the call side sell the Japanese Yen 10200 call owned and buy
one 10350 call and sell two 10700 calls or higher if that covers the
purchased call. (if you sell these you must buy back short two 10600
calls. You can do this as a spread) or if the 10600-call held may cover
the long 10350 is still good as it covers the purchased call and is five
strikes away. The process is repeated if the time value remains is long
(more than 30 days) and if you need to do it up or down. If no time
value move to next quarter options pricing for J yen temporarily. Now,
the difference between current quarter and next quarter futures prices
are not that much but very close for Japanese yen within 10 points
($125) range. Usually the currency moves in tandem for both the
quarters. The options you sell next quarter are against next quarter
futures contract. You must do it as a new trading plan for the quarter.

The new adjusted positions if the Japanese Yen is moved to 10250 or
higher

-1 Dec16 9750 call

+1 Dec16 10350 call
-2 Dec16 10600 call
-1 Dec16 10350 put
+1 Dec16 9750 put
-2 Dec16 9500 put

If the currency moves down below the 9600to 9550 or lower, then sell
a 9450 call for same month expiration and cover the 9600 call means
buy it back. And adjust the 10200 put down to 10000 put. Then close
10600 calls and 10200 call after a day. Now open new 10000 call
purchase by selling two calls at 10250 or higher which fetches enough
premium to cover the call purchase.

The new adjusted positions for Japanese Yen if it moved to 9550 or
lower
-1 Dec16 9450 call

+1 Dec16 10000 call
-2 Dec16 10250 call
-1 Dec16 10000 put
+1 Dec16 9450 put
-2 Dec16 9250 put

This is where the low commissions help us and still has advantage.
Don’t be afraid to do these changes when needed.
Do not be too greedy. Don’t keep the trailing call or put open. The
currency may reverse the direction and climb up or go down. Always
close it. It’s safer. There is always tomorrow to make money.
For some reason the Japanese Yen moves below 9600 then the 9600
put purchased is helping us as a hedge until you sell a call at 9450.
When Japanese Yen went over 10200 the purchased call is helping us
as a hedge until we sell a 10350 put.
Repeat the process if needed. Remember you are still making money
on the call or put you bought.

Basic currency trading plan for Australian dollar expiring
December 2016 Symbol: (6AZ16)

On August 12th, 2016, the December 2016 expiration Australian
currency (AUD) futures contract is trading at 0.7623. For the ease of
trading and options strike prices call it 7623

The following positions were initiated on that day

Sold one (1) December 2016 Globex (GBX) AUD strike price 7200 Call @
478 (478 X 10) = $4780 you receive
Sold one (1) December 2016 Globex (GBX) AUD strike price 8000 Put @
427 (427 X 10) = $4270 you receive

Now follow with at the same time

Sell two (2) December 2016 GBX AUD call 8200 strike price @ 23 (23 X
2 X 10) = $ 460 you receive
Buy one (1) December 2016 GBX AUD call 8000 strike price @ 50 (50
X10) = $500 you pay
You pay $40 more than what you receive
Sell two (2) December 2016 GBX AUD put 7000 strike price @ 30 (30 X
2 X 10) = $600 you receive
Buy one (1) December 2016 GBX AUD put 7200 strike price @ 56 (56 X
10) = $560 you pay
You benefit +$40 on this hedge placement
The hedge is even with the calls and puts placement

Positions at a glance:
-1 December 2016 AUD 7200 Call at 478
+1 December 2016 AUD 8000 Call at 50

-2 December 2016 AUD 8200 Call at 23
-2 December 2016 AUD 7000 Put at 30
+1 December 2016 AUD 7200 Put at 56
-1 December 2016 AUD 8000 Put at 427
Now watch the Australian dollar for movement above 8000 or below
7200 with the hedge the safety bracket is between 7000 and 8200
The margin for these positions is $5200. Maximum gain at expiration is
$1050
If the Aussie dollars stays between 7000 and 8200. That is a gain of
1050/6200= 0.1750 x 100 = 17.50% gain in 119 days. Suppose you
started with a capital of $10000 it’s still a gain of 1050/10000 = 0.1050
x 100 = 10.50% gain. The positions can be closed with a profit before
expiration or readjusted if necessary below the bench mark levels
7200-8000.
You may have to change accordingly when the movement occurs. The
Aussie dollar is lot more volatile than the euro. Don’t be afraid to

change. There are a lot of safe zones in the currency options for
making adjustment.

Australian dollar tradingThis is how you do it

1. Always try to initiate positions in the Australian dollar 90 to
120 days before expiration. You get better premiums for risk
returns. Major quarterly expirations are March, June, September
and December. Check the options expiration calendar for
currencies at CME Group web site. Initiate the options as per the

instructions. You can initiate the options if the following criteria
are met.
2. Check the latest price of the Australian dollar futures contract
for the expiration date. Example the August 12th, 2016 Australian
dollar is trading at 7623 on August 12th, 2016 consider the strike
price of 7600 as your base strike price.
3. Strike prices are usually at 50 point intervals apart (0.0050= 50
points). Most of the option strike matrixes give out option
premiums calculated in dollar terms.
4. Check the value of the option premium prices. You should get
at least 200 points more than the intrinsic value of the initiated
strike prices.
5. Check for the value of the premium prices. You should get at
least 200 points more in value than the strike price difference.
Example if you are selling December 2016 Australian dollar 7200
call and 8000 put you should collect more than 1000 points in
premium (in the money 800 points and out of the money 200
points) that is 800 x 10.00 = $8000 in the money and 200 X 10.00

= $2000 out of the money. In this situation, we are selling way in
the money may not generate the 200 points. But the position may
be very conservative with minimal risk.
6. Farther you are away in strike prices from current futures
contract price is better. Sometimes it may be only 150 points or
even 100 points away on each side (means call and put). That’s
ok.
7. When the volatility is low the option premiums are low. Then
look for the different strike prices that fit the criteria. One side
can be 150 points and other side can be 200 points.
8. Here is the grid for option matrix

Calls

Strike prices

Puts

The two calls option premium sold at A+12 should
cover purchase of one call at A+8

Sold two calls @ 8200 --------

A+12

Bought one call @8000------

A+8

------- -------- Sold one put @8000 for 427

A+7
A+6
A+5
A+4
A+2
A+1

Base strike price

(A)

Example 7600

Futures contract price/month
A-1
A-2
A-3
A-4
A-5
A-6
A-7
Sell one call @7200 for 478---------

A-8

----------Bought one put @7200 for 56

A-12

----------Sold two puts @ 7000 for 30

The two put option premium collected at A-12 should cover the
purchase of a put at A-8. For the positions the commissions should not
cost more than $50.00

9. Now at the edge of the options bracket you just sold and
collected the premiums build a hedge with someone else’s
money.
10. Now buy a put at the same strike price where you sold one
call. Buy a call at the same strike price where you sold one put.
11.Before you place an order for number 10 instruction sell
two puts at least two or more strike prices away from the
strike price of the put to be purchased. Make sure the
premium collected by selling two puts is adequate or even
more to purchase the put.
12. Same thing on call side. Again, before you buy the call sell
two calls at least two or more strike prices away from the

purchased call strike. Make sure the premiums collected are
adequate to buy the call.
13. If for any reason (usually low volatility) the premiums are
not covered may be 5 or 10 points its ok. You may adjust the
strike prices to cover it.

As of closing of October 21st, 2016 the December 2016 Australian
dollar was trading at 7592. The option pricing on this day reveals
I have a gain of 81 points equal to 90 X 10 = $900. We have
margin of 6000. This is a gain of 900/6000 = 0.150 X 100 = 15%
Not a bad gain. This includes the 9-point gain of long hedging
options. At this point I am closing my positions and initiate new
positions for March 2017.

The Australian dollar is at 7592 and not yet reached 7200 or
8000. Strike positions readjusted if needed. We gained 90 points
out of possible gain of 105 points. At this point it is better to

restart new positions with a better risk profile. Initiate options
for next quarter following the criteria laid out.
The Fig 3 shows the movement of Australian dollar from August
12th, 2016 to October 21st, 2016.

Fig 3.

Chart courtesy of www.cmegroup.com

Risk adjustment for Australian dollar December 2016

Risk adjustments can be made easily with these currency options.
Mitigate the risk first by initiating at least 100 days before expiration
of the currency futures contract. I found this to be the optimum period
to initiate the trading plan. This way the premiums received are much
better even with low volatility of 4 to 6%. After initiating the positions
sit tight with the positions until some major movements occur in the
currency. If the currency stays between the ranges of the sold call and
puts do nothing. If the currency moves beyond the call sold or put sold
you are covered with the purchase (hedge) of your call or put. If the
currency moves below or above the ranges wait until the futures
contract is at least 50 points above the call or below the put range,
you have sold. Now, you sell one put or call one or two strikes above
or below the futures contract price.
For example, in the trading plan Australian dollar, we sold 7200 call
and 8000 put. If the futures contract trading at or above 8000 then sell
one 8150 put for the same month to cover and if possible, close

(means buy to close) the 8000 put that was sold before. Next day if
the futures stay above 8000 then roll up the 7200-call sold as a spread.
Buy the 7200 call and sell 7350 or 7400 call for the differential. Usually
you could do this by buying the difference 7200 to 7350 for 100 points
for 120 max. This way you are saving money by rolling up. You can do
as many times as needed without problems. Meanwhile after you do
this you readjust the 7200 put purchased to 7350 put. Means reverse
the two puts sold at 7000 (buy them back) and sell the 7150 put all as
spread. With the premium received buy one 7350 put to hedge again.
Now on the call side sell the Australian dollar 8000 call owned and buy
one 8150 call and sell two 8350 or 8400 calls (if you sell these you
must buy back short two 8200 calls. You can do this as a spread. The
process is repeated if the time value remains is long (more than 30
days) and if you need to do it up or down. If no time value move to next
quarter options pricing for Australian dollar temporarily. Usually the
currency moves in tandem for both the quarters.

The new adjusted positions if the Australian dollar is moved to 8000 or
higher

-1 Dec16 7350 call
+1 Dec16 8150 call
-2 Dec16 8350 call
-1 Dec16 8150 put
+1 Dec16 7350 put
-2 Dec16 7150 put

If the currency moves down below the 7200 to 7150 or lower, then sell
a 7050 call or 7000 call for same month expiration and cover the 7200
call means buy it back. And adjust the 8000 put down to 7800 put.
Then close 8200 calls and 8000 call after a day. Now open new 7800
call purchase by selling two calls at 8000 or 8050 which fetches
enough premium to cover the call purchase.

The new adjusted positions for Australian dollar if it moved to 7150 or
lower
-1 Dec16 7000 call
+1 Dec16 7800 call
-2 Dec16 8000 call
-1 Dec16 7800 put
+1 Dec16 7000 put
-2 Dec16 6800 put

This is where the low commissions help us and still gain advantage.
Don’t be afraid to do these changes when needed.
Do not be too greedy. Don’t keep the trailing call or put open. The
currency may reverse the direction and climb up or go down. Always
close it. It’s safer. There is always tomorrow to make money.
For some reason the Australian dollar moves below 7200 the put
purchased will help you as a hedge a new position is established.

Repeat the process if needed. Remember you are still making money
on the call or put you bought.

Capital requirements

The capital requirements are a little bit high. But the returns are
excellent at lower risk. No extra costs other than commissions which
are low. Exchange traded contracts are safe and third party risk is
low. Choose your broker carefully.
The initial margin requirements are $6000 to $8000 dollars depending
on the currency you are trading. These might change depending on the
risk and volatility. My minimum is $15000 for the one contract
initiated plan and adjustments. The risk to reward ratio is great.
Sometimes may have to adjust the positions up or down without
closing existing positions. This is the reason why you need more
money in the account than the regular margin amount. Existing
positions are closed after initiating adjusted new positions. This is to
get back to new normal. Most of the time the money is lost in options
and currency trading if you are not reasonably capitalized. Always

trade on paper and when you are convinced this will work for you then
start trading for real.
Commissions are low at major options brokerages so you don’t have to
worry about changing positions when needed to make money.

The last word

This is another way of trading currency options without trends, events
or charts. A new way of trading currency options with basic options
terminology. Write down your trading plan for initiation of positions by
studying the option matrix supplied by the broker. This will help you
guide through the progress of the trade for adjustments if needed.
Don’t be shy or afraid when you must change your positions. Rarely
you may you have to change couple of days in a row. That’s ok. All the
time you may not be able to sell the options at high premiums (high
volatility). Even when the currency futures contract is within the range
as expected you may see a loss temporarily in net liquidating value.
The good guide is your net market value of options (NOV). If you
started with -$4000 it usually gets lower while you are making money.
Temporarily when the volatility is high the NOV may be higher. When
the volatility decreases, the NOV comes down and back to normal. The
negative NOV starts to go down faster 30 days before expiration. You
will gain your profits in the last 30 days. But lookout for profits if you

make 25 or 30% close all the positions and take a break wait for next
quarter to begin. This is the basic strategy in the trading plans. If you
want to trade more multiply the amount with contract numbers. Make
sure you have adequate capital. One good thing with futures options is
that the number of dollars you receive in premium is also counted
towards the margin. There are more risks in trading stock markets and
other commodities in my book. These currencies are easy to follow
and trade. No big learning curve.
This is the updated version of my first book with December 2016
currency options positions on this basic strategy. Your comments are
welcome. I thank you for purchasing the book.
My advanced trading of currency options will be published next which
requires higher capital requirements.
I have kept the price of the book low so that that every person can
participate in this and reap the benefit of this new way of trading.
Any questions on this trading and comments please e-mail me at
naga@mycurrencyoptions.com.

My website www.mycurrencyoptions.com shall be up and running also
gives the information. Expecting to be up and running in the next three
months. The website includes trading plans as well as my real-time
daily statements and daily blog.

Risk of trading
Past performance is not necessarily indicative of future results. Futures and options
on futures trading is speculative, involves substantial risk and is not suitable for all
investors. COMMODITY TRADING INVOLVES SUBSTANTIAL RISK OF LOSS.

Risk Disclaimer

Risk of trading
Past performance is not necessarily indicative of future results. Futures
and options on futures trading is speculative, involves substantial risk
and is not suitable for all investors. COMMODITY TRADING INVOLVES
SUBSTANTIAL RISK OF LOSS.

This book is for information only. Neither Lotus Capital Management
LLC. nor the author is responsible for the risk of loss or gains. It’s up to
the reader to decide if the contents are suitable for him.

Respect the markets

