
Options Trading Cheat Sheet

Is your option “IN THE MONEY”? 

Just because an option is “in the money” does not mean that exercising the option will be 
profitable. The cost paid to own the option (aka the premium) must be taken into account. 

The Essentials of Options Trading:

	» When you BUY a CALL OPTION, you want the stock’s price to go UP  

	» When you SELL a CALL OPTION, you want the stock’s price to go DOWN  

	» When you BUY a PUT OPTION, you want the stock’s price to go DOWN  

	» When you SELL a PUT OPTION, you want the stock’s price to go UP  

»	 CALL OPTIONS with LOWER STRIKE PRICES are MORE EXPENSIVE  

»	 CALL OPTIONS with HIGHER STRIKE PRICES are LESS EXPENSIVE   

»	 PUT OPTIONS with LOWER STRIKE PRICES are LESS EXPENSIVE  

»	 PUT OPTIONS with HIGHER STRIKE PRICES are MORE EXPENSIVE

An option is said to be “in the money” when the option’s strike price gives the 
option’s owner an advantage in the current marketplace.ANSWER:

	» A CALL OPTION is IN THE MONEY when the strike price is LESS THAN the 
current stock price. 

	» A PUT OPTION is IN THE MONEY when the strike price is GREATER THAN 
the current stock price. 
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How to Read an Options Chain:

»	 CALL OPTIONS for ValueCorp (VLC) stock, currently trading at 153.80 

»	 PUT OPTIONS for ValueCorp (VLC) stock, currently trading at 153.80 

The options in the following options chain expire two weeks from the current date.

The options in the following options chain expire two weeks from the current date.


