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Disclosure:

Options involve risk and are not suitable for all investors. For information on the uses and risks of options, you can obtain a copy of the Options Clearing
Corporation risk disclosure document titled Characteristics and Risks of Standardized Options by visiting ibkr.com/occ. Multiple leg strategies, including
spreads, will incur multiple transaction costs.

Futures are not suitable for all investors. The amount you may lose may be greater than your initial investment. Before trading futures, please read the
CFTC Risk Disclosure. For a copy visit your local Interactive Brokers Website.

Security futures involve a high degree of risk and are not suitable for all investors. The amount you may lose may be greater than your initial investment.
Before trading security futures, please read the Security Futures Risk Disclosure Statement. For a visit copy your local Interactive Brokers Website.

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.

The Order types available through Interactive Brokers Trader Workstation are designed to help you limit your loss and/or lock in a profit. Market conditions and
other factors may affect execution. In general, orders guarantee a fill or guarantee a price, but not both. In extreme market conditions, an order may either be
executed at a different price than anticipated or may not be filled in the marketplace.

There is a substantial risk of loss in trading futures and options. Past performance is not indicative of future results.
Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray recommendations.

IRS Circular 230 Notice: These statements are provided for information purposes only, are not intended to constitute tax advice which may be relied upon to
avoid penalties under any federal, state, local or other tax statutes or regulations, and do not resolve any tax issues in your favor.

Interactive Brokers LLC is a member of NYSE FINRA SIPC

Interactive Brokers Canada Inc - Is a member of the Canadian Investment Regulatory Organization (CIRO) and Member - Canadian Investor Protection Fund
Interactive Brokers (U.K.) Limited is authorised and regulated by the Financial Conduct Authority. FCA Register Entry Number 208159

Interactive Brokers Ireland Limited is regulated by the Central Bank of Ireland. CBI, reference number C423427

Interactive Brokers Australia Pty. Ltd. - ABN 98 166 929 568 is licensed and regulated by the Australian Securities and Investments Commission AFSL: 453554
Interactive Brokers Singapore Pte. Ltd. - Is licensed and regulated by the Monetary Authority of Singapore. MAS, Licence No. CMS100917

Interactive Brokers Hong Kong Limited is regulated by the Hong Kong Securities and Futures Commission, and is a member of the SEHK and the HKFE
Interactive Brokers India Pvt. Ltd. member: NSE, BSE, SEBI. Regn. No. SEBI Registration No. INZ000217730; NSDL: IN-DP-NSDL-301-2008

Interactive Brokers Central Europe Zrt. is licensed and regulated by the Central Bank of Hungary (Magyar Nemzeti Bank) under no. H-EN-111-623/2020

As with all investments, your capital is at risk
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Single Leg Trades

Trade, reported on the OPRA feed, in a call or a put option that is not tied to
another option or stock leg.

We separate the single leg trades from multi legs trades and contingent trades



Data Points For Analysis

Trade Volume, Trade Count, Trade Prices
Market Bids and Offers

Trade Conditions

Exchanges

Derived Values (Implied Volatility, vega, delta, etc..)



Categorizing Trades

We can analyze the trades by categorizing them into labeled buckets for clearer
evaluation

For instance Trade Size

Small- less than $10K or 10 contracts

Retail- 10K to 50K or 50 to 10 contracts

Proficient- 50K to 100K or 50 to 300 contracts

Large- More than 100K or 300 contracts



Tagging Trade Bought or Sold

Trades can be tagged such as bought or sold based on interpretations of the
available data.

Each transaction inherently involves both a buyer and a seller. To determine
whether the initiating order was a buy or sell, we analyze various factors including
the bid-ask quotes, trade prices, sequence of trades, implied volatility, trade
conditions, and the spread.

However, interpreting this data is complex and carries the risk of inaccuracies.

An order can be a marketable order, a limit order on the book, or a price-improved
order in an auction. So an order can take a dealer quote or improve the market
quote.



Bid Ask Implied Volatility Lean

An implied volatility (IV) lean within an options market occurs when there is a noticeable bias in
the pricing of the options, which can be observed through the bid and ask prices. This lean
typically indicates a buy or sell interest in an option.

Here’s how it typically manifests and can be interpreted:

Composition of Bid and Ask: The bid and ask prices of an option are influenced by a combination
of dealer quotes, the limit order book, pegged and streaming or implied volatility orders.

Implied Volatility Pumps: Sometimes, traders or market makers might use an IV pump on one
side or both sides of the market. The intention is to improve (better) the market and entice other
participants to respond and, ideally, to attract liquidity on the opposite side.



Detecting an |V Lean

An IV lean can be detected by analyzing the relative implied volatility across the
options market.

When the market is 'squeezed' on one or both sides, it suggests a presence of
buying or selling interest.

Significance: By detecting a lean, we can get insights how other participants are
targeting options and we may be able to improve execution quality.



Trade Execution Details

Trade Relative to Bid Ask Prices

Examples: On the bid, below the bid, near the bid, mid, on ask, above ask, near ask
Exchanges Traded

Any concentration on a single exchange, price improvements on a particular exchange
Trade Conditions

Sweeps, Price Improvements, Floor Trades

Significance: Helps analyze liquidity, price discovery and improve execution quality



Price and Volume Impact

We can combine the option volume with the implied volatility changes to determine
the trade impact on the options.

Significance: The trade volume combined with IV changes can help assess if there
is a shift in options premium levels, skew and IV trends.



Risks of Analyzing Single Leg Option Trades

Analyzing single leg option trades provides valuable insights, but it's important to recognize the inherent risks and limitations
associated with data-driven analysis:

Misinterpretation of Data: One of the fundamental risks in analyzing single leg trades is the potential for incorrect inferences and
interpretations. Data, by its nature, can be interpreted in various ways, and different analysts might draw distinct conclusions from
the same dataset.

Hidden Trader Intentions: Single leg options might be used by traders as part of broader strategies such as portfolio rebalancing,
hedging, or other tactical financial maneuvers. These underlying intentions or the context of the trades often remain opaque when
analyzing transaction data alone. The lack of visibility into the full scope of a trader’s strategy can skew the analysis and lead to
incomplete understanding.

Data Integrity Issues: The accuracy of data analysis is heavily dependent on the quality of the underlying data. Incomplete data
sets, missing entries, or errors in the data can significantly distort the interpretation.

Imperfect Information: It's important to recognize that not all relevant data may be visible or available. There may be additional
undisclosed factors or hidden information that could significantly influence your interpretations.



Conclusion

Analyzing single leg option trades from various perspectives enhances our understanding of market
dynamics .

Comprehensive Analysis: Single leg trades can be dissected to reveal insights about trading activity,
underlying market trends, and volume breakdowns.

Informed Inferences: By leveraging detailed data, we can make inferences about trader behavior, shifts in
the market, targeted options, and overall liquidity.

Enhancing Trade Execution: A deeper analysis aids in improving trade execution quality. Understanding
the nuances of bid-ask spreads, implied volatility, and trader interests allows us to execute trades more
effectively, improve quality of pricing and optimizing trading.

Continued Learning: Remember, the landscape of options trading is continuously evolving. Staying
educated and adaptive is key to maintaining an edge in the market.



