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There is a substantial risk of loss in foreign exchange trading. The settlement date of foreign exchange 
trades can vary due to time zone differences and bank holidays. When trading across foreign exchange 
markets, this may necessitate borrowing funds to settle foreign exchange trades. The interest rate on 
borrowed funds must be considered when computing the cost of trades across multiple markets.
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There is a substantial risk of loss in trading futures and options. Past performance is not indicative of 
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The views of speakers and their materials are their own and do not necessarily represent the views of 
Sheridan Options Mentoring Inc.

Options involve risk and are not suitable for all investors. Prior to buying or selling an option, a person must 
receive a copy of Characteristics and Risks of Standardized Options (ODD). Copies of the ODD are available 
from your broker, by calling 1-888-OPTIONS, or from The Options Clearing Corporation, One North Wacker
Drive, Suite 500, Chicago, Illinois 60606. The information in this presentation is provided solely for general 
education and information purposes. Any strategies discussed, including examples using actual securities and 
price data, are strictly for illustrative and educational purposes. Investors should consult their tax advisor 
about any potential tax consequences. No statement within the presentation should be construed as a 
recommendation to buy or sell a security or to provide investment advice. 

Multiple leg strategies involve multiple commissions charges. Brokerage firms may require customers to post 
higher margins than the minimum margins specified in this presentation.

The course offering can change at any time at Sheridan Options Mentoring’s discretion. Any changes to this 
educational program will be posted on the web site, which will serve as notification of any changes. Dan 
Sheridan’s classes are for educational purposes only. We are not an advisory service, nor do we guarantee any 
kind of return on investment. Sheridan Mentoring does not offer refunds on online class purchases.
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Using Vertical Trades Directionally to trade the 
Market
• Defining Vertical Trades

• XYZ at 100: Buy 1 August 100 Strike Call and Sell 1 August 105 Strike Call for 2 Debit.

• Risk? Potential Reward? 

• Ex 2: Buy 1 August 105 Strike Put and Sell 1 August 95 Put Strike for $4.50 Debit.

• Risk? Potential Reward?
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Why Trade Verticals Directionally?

• #1 Much cheaper than a Long Option 

• #2 Reduces Volatility Risk
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Which Vehicles to Trade and how many?

• #1 Vehicles most familiar with

• #2 Diversification

• #3 Trade Small amount of vehicles
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Considerations when getting ready to trade Vertical   
Spreads?

• #1 News or Earnings   

• #2 Stock Range   

• #3  Volatility   

• #4 Duration
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How to pick Strikes?

• #1  Expected Range  

• #2  Delta    

• #3  Time Horizon  

• #4  Volatility  

• #5  Costs
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How to pick correct Expiration or Trade Duration?

• #1  Conviction  

• #2  Speed of current and future expectations of the stock
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Width of Verticals?

• #1  Cost   

• #2  Risk / Reward  

• #3  Planned Capital Allocation for Speculative Trades
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Profit and Lost Targets?

• #1  Profit Target  

• #2  Maximum Loss
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How to Tweak or Adjust?

• #1  Tweak or Adjust if Right: Take off, Turn into Butterfly, reduce or Scale out.

• #2  Tweak or Adjust if Wrong: Take off or turn into Butterfly and buy more time.
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