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The information provided is for general education and information purposes only. No statement 
provided should be construed as a recommendation to buy or sell a security, future, financial 
instrument, investment fund, or other investment product (collectively, a “financial product”), or to 
provide investment advice. In particular, the inclusion of a security or other instrument within an 
index is not a recommendation to buy, sell, or hold that security or any other instrument, nor should 
it be considered investment advice. Past performance of an index or financial product is not 
indicative of future results. ​

There are important risks associated with transacting in any of the Cboe Company products 
discussed here. Before engaging in any transactions in those products, it is important for market 
participants to carefully review the disclosures and disclaimers contained at: Disclosures and 
Disclaimers Related to Cboe Products and Services | Cboe . These products are complex and are 
suitable only for sophisticated market participants. These products involve the risk of loss, which can 
be substantial and, depending on the type of product, can exceed the amount of money deposited 
in establishing the position. Market participants should put at risk only funds that they can afford to 
lose without affecting their lifestyle.​

Disclosures and Disclaimers

https://www.cboe.com/global-disclaimers/
https://www.cboe.com/global-disclaimers/
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Cboe®, Cboe Global Markets®, Bats®, BIDS Trading®, BYX®, BZX®, Cboe Digital Exchange, LLC®, 
Cboe Clear Digital, LLC®, Cboe Options Institute®, Cboe Vest®, Cboe Volatility Index®, 
CFE®,EDGA®, EDGX®, Hybrid®, LiveVol®, Silexx® and VIX® are registered trademarks, and Cboe 
Futures Exchange℠, C2℠, f(t)options℠, Hanweck℠, and Trade Alert℠ are service marks of Cboe 
Global Markets, Inc. and its subsidiaries. Standard & Poor's®, S&P®, S&P 100®, S&P 500® and 
SPX® are registered trademarks of Standard & Poor's Financial Services LLC and have been licensed 
for use by Cboe Exchange, Inc. Dow Jones®, Dow Jones Industrial Average®, DJIA® and Dow Jones 
Global Indexes® are registered trademarks or service marks of Dow Jones Trademark Holdings, LLC, 
used under license. Russell, Russell 1000®, Russell 2000®, Russell 3000® and Russell MidCap® 
names are registered trademarks of Frank Russell Company, used under license. FTSE® and the FTSE 
indices are trademarks and service marks of FTSE International Limited, used under license. MSCI 
and the MSCI index names are service marks of MSCI Inc. (“MSCI”) or its affiliates and have been 
licensed for use by Cboe. All other trademarks and service marks are the property of their respective 
owners.​

© 2026 Cboe Exchange, Inc. All Rights Reserved.

Disclosures and Disclaimers
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Foundations of Options 
Trading: A Beginner's 
Guide
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Options Deep Dive: Mastering Volatility 
and Trading Strategies
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Learning Objectives 

 Define options and common terms in options trading. 

 Illustrate examples of call and put options on underlying assets 
(individual stocks, stock indices) and their payoffs at expiration.
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What are your investment choices in a 
world without derivatives?
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Why do investors 
utilize options?
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1. Income Generation

2. Capital Protection

3. Risk Management (hedging)

4. Efficient Exposure

5. Managing Cashflows
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Why use options?

NOTE:
It’s important to mention that 
options, like all financial products, 
involve risk (e.g. the risk of losing 
the invested capital or premium) and  
are not suitable for all investors. Past 
performance does not guarantee 
future results.



What is an option?

A financial contract that conveys to the owner the right, but 
not the obligation, to buy or sell (depending on type) the 
underlying asset at a specific price within a specific 
timeframe. 
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• Thales of Miletus (4th century BC) paid for the use of olive presses

• Tulip Mania (17th century, Netherlands); rice options in Japan (18th century); 
Dojima Rice Market in Osaka; OTC options in the U.S. and U.K. (19th century)

• Standardized contract. CBOE, April 26, 1973: options on stocks of 16 
companies are launched

• Fungibility

• Counterparty risk inherent to OTC contracts is eliminated (via OCC)”

13

Brief History of Options
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Types of OptionsMarket Participant Right Conveyed Exposure Conveyed

LONG
BUYING

SELLING

CALLS

PUTS

BUY

Building blocks of choice and flexibility.
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Types of OptionsMarket Participant Right Conveyed Exposure Conveyed
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Building blocks of choice and flexibility.
Types of OptionsMarket Participant Right Conveyed Exposure Conveyed
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THE LANGUAGE OF OPTIONS
ANALYSIS |  XYZ US EQUITY  — OPTIONS CHAIN  [OPCH] 28-Apr-2026   15:43 ET   LIVE

LAST

148.72
CHG

▼-2.34(-1.55%)
BID

148.70
ASK

148.74
VOL

4,821,300
52W H

187.45
52W L

121.08
IV RNK

71
HV30

28.4%

16-May-2026  DTE:18 Jun Jul Sep Dec LEAPS

◄ CALLS STRIKE PUTS  ►
OI VOL DELTA BID ASK IV% LAST STRIKE LAST IV% BID ASK DELTA OI

3,241 812 0.91 23.40 23.60 31.2% 23.50 120 0.08 33.1% 0.07 0.09 -0.09 892

4,108 943 0.86 18.90 19.10 30.8% 19.00 125 0.14 32.7% 0.13 0.15 -0.13 1,204

5,872 1,341 0.80 14.60 14.80 30.1% 14.70 130 0.28 31.9% 0.27 0.30 -0.20 2,341

6,210 2,104 0.72 10.70 10.90 29.6% 10.80 135 0.55 31.2% 0.53 0.57 -0.29 3,108

8,341 3,822 0.63 7.40 7.60 29.1% 7.50 140 1.05 30.8% 1.03 1.08 -0.38 4,210

11,204 5,931 0.53 4.70 4.90 28.7% 4.80 145 2.10 30.1% 2.08 2.13 -0.48 6,341

14,872 8,204 0.44 2.75 2.85 28.4% 2.80 150 ATM 3.90 29.8% 3.85 3.95 -0.57 9,104

9,341 4,108 0.34 1.45 1.55 28.9% 1.50 155 6.20 30.2% 6.15 6.30 -0.66 7,832

7,204 2,341 0.25 0.68 0.74 29.4% 0.71 160 9.30 30.9% 9.25 9.40 -0.75 5,210

4,108 1,204 0.17 0.28 0.34 30.1% 0.31 165 13.10 31.6% 13.05 13.20 -0.83 3,108

2,341 841 0.10 0.10 0.14 30.9% 0.12 170 17.40 32.4% 17.30 17.50 -0.89 1,841

1,204 412 0.05 0.03 0.06 31.8% 0.04 175 22.10 33.2% 22.00 22.20 -0.94 1,024

DTE: 18 IV RANK: 71  (Elevated) HV30: 28.4% P/C RATIO: 0.87 TOTAL OI: 112,340 PUT SKEW: +2.1 TERM: CONTANGO

[OMON] Options Monitor    [OVML] Vol Matrix    [GP] Graph    [OSA] Scenario    [RV] Rel Value    [HIVG] Vol Surface    <GO>

The options chain, ticker, price data, and all market scenarios depicted here are entirely fictional and hypothetical. XYZ is a made-up stock ticker and does not represent any real company, security, or financial instrument. 
All prices, Greeks, implied volatility figures, open interest, and volume data are simulated for educational illustration only. Past performance and hypothetical scenarios are NOT indicative of future results. The illustrative 
returns, Greeks, and volatility metrics are constructed for instructional purposes only and may not reflect real-world conditions. Always consult a qualified financial professional before making any investment decisions.
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THE LANGUAGE OF OPTIONS

The options chain, ticker, price data, and all market scenarios depicted here are entirely fictional and hypothetical. XYZ is a made-up stock ticker and does not represent any 
real company, security, or financial instrument. All prices, Greeks, implied volatility figures, open interest, and volume data are simulated for educational illustration only. Past 
performance and hypothetical scenarios are NOT indicative of future results. The illustrative returns, Greeks, and volatility metrics are constructed for instructional purposes 
only and may not reflect real-world conditions. Always consult a qualified financial professional before making any investment decisions.



THE LANGUAGE OF OPTIONS
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Sell       1         XYZ      Nov    115     C     at    15.50
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Sell       1         XYZ      Nov    115     C     at    15.50

 

SIDE
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THE LANGUAGE OF OPTIONS
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Sell       1         XYZ      Nov    115     C     at    
15.50

“Sell one Peloton November 115 Call at $15.50”

SIDE QUANTITY UNDERLYING EXPIRY STRIKE TYPE PRICESell       1         XYZ      Nov    115     C     at    15.50

 

SIDE QUANTITY
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Sell       1         XYZ      Nov    115     C     at    
15.50

“Sell one Peloton November 115 Call at $15.50”

SIDE QUANTITY UNDERLYING EXPIRY STRIKE TYPE PRICESell       1         XYZ      Nov    115     C     at    15.50

 

SIDE QUANTITY UNDERLYING

©2025 Cboe Exchange, Inc. All rights reserved.

24

THE LANGUAGE OF OPTIONS



©2025 Cboe Exchange, Inc. All rights reserved.

Sell       1         XYZ      Nov    115     C     at    15.50

 

SIDE QUANTITY UNDERLYING
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THE LANGUAGE OF OPTIONS

EXPIRY
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Sell       1         XYZ      Nov    115     C     at    15.50

 

SIDE QUANTITY UNDERLYING EXPIRY STRIKE
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THE LANGUAGE OF OPTIONS



©2025 Cboe Exchange, Inc. All rights reserved.

Sell       1         XYZ      Nov    115     C     at    15.50

 

SIDE QUANTITY UNDERLYING TYPE
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THE LANGUAGE OF OPTIONS

EXPIRY STRIKE
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Sell       1         XYZ      Nov    115     C     at    15.50

 

SIDE QUANTITY UNDERLYING PRICE
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THE LANGUAGE OF OPTIONS

TYPEEXPIRY STRIKE
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Sell       1         XYZ      Nov    115     C     at    15.50

“Sell one XYZ November 115 Call at $15.50”

SIDE QUANTITY UNDERLYING PRICE
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THE LANGUAGE OF OPTIONS

TYPEEXPIRY STRIKE



Sell       1         XYZ      Nov    115     C     at    15.50

“Sell one XYZ November 115 Call at $15.50”

SIDE QUANTITY UNDERLYING PRICE

Buy        3       XYZ      Nov    120    P     for    10.60

“Pay 10.60 for three XYZ November 120 Puts”

SIDE QUANTITY UNDERLYING PRICE

©2025 Cboe Exchange, Inc. All rights reserved.
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THE LANGUAGE OF OPTIONS

TYPEEXPIRY STRIKE

TYPEEXPIRY STRIKE



Exercise Settlement
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Exercise

European Options – Can only be exercised 
on the expiration date 

INDEX OPTIONS

Settlement
American Options – May be exercised any 
time before or on the expiration date

EQUITY & ETF OPTIONS

What impact does exercise style have 
on the price of an option? Why?

©2025 Cboe Exchange, Inc. All rights reserved.
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Exercise Settlement
Physical Settlement – The underlying security or 
asset changes hands and a payment occurs equal 
to the amount of the strike price (K)

Cash Settlement – A cash payment of the 
difference between the strike (K) and the 
settlement value

What are the pros and cons for 
each settlement type? 

European Options – Can only be exercised 
on the expiration date 

INDEX OPTIONS

American Options – May be exercised any 
time before or on the expiration date

EQUITY & ETF OPTIONS

©2025 Cboe Exchange, Inc. All rights reserved.
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Quantity
#



©2025 Cboe Exchange, Inc. All rights reserved.

35

THE LANGUAGE OF OPTIONS

Quantity
The number of option contracts 

(calls or puts) you buy or sell. 

#
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THE LANGUAGE OF OPTIONS

x
Quantity

The number of option contracts 
(calls or puts) you buy or sell. 

Contract Size 
(a.k.a. Multiplier)

The amount of underlying asset that one 
derivatives contract controls.  

#
Equity options are standardized at 100 shares per contract. 



x
Quantity

The number of option contracts 
(calls or puts) you buy or sell. 

Contract Size 
(a.k.a. Multiplier)

The amount of underlying asset that one 
derivatives contract controls.  

#

Notional Value = QUANTITY x CONTRACT MULTIPLIER x STRIKE PRICE 

Total Premium = QUANTITY x CONTRACT MULTIPLIER x PRICE (or level)

Equity options are standardized at 100 shares per contract. 

©2025 Cboe Exchange, Inc. All rights reserved.
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Total Premium =  3 x 100 x 10.60 = $3,180
Notional Value = 3 x 100 x 120 = $36,000

Buy        3       XYZ      Nov    120    P     for    10.60

“Pay 10.60 for three XYZ November 120 Puts”

SIDE QUANTITY UNDERLYING EXPIRY STRIKE TYPE PRICE

38

THE LANGUAGE OF OPTIONS

Leverage



Moneyness
Describes the intrinsic value of an option at its current state. It’s an indicator as to 
whether the option would make money if it was exercised immediately. 

CALLS

(S – K)

ITMATMOTM
In-the-money

At-the-money

Out-of-the-money

<0
0

>0

PUTS

(K – S)

ITMATMOTM
In-the-money

At-the-money

Out-of-the-money

<0
0

>0

©2025 Cboe Exchange, Inc. All rights reserved.
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Option Contract 
Terms Coupon Value

Strike 14 
Underlying $15
Quantity 1
Contract Multiplier 1
Expiry December 31

The right, but not the obligation, to BUY a stock, bond, commodity or other asset or instrument at a 
specified price (strike = K) within a specific time period (expiry).

Coupon Price = Premium = $1.00

41

Call Options

EXAMPLE
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$8.50

$15.00

$18.00

Buy Call + Exercise + Hold 
Asset

Buy Call + Exercise + Resell 
Asset

Sell Call 
Option

$1.00

The right, but not the obligation, to BUY a stock, bond, commodity or other asset or instrument at a 
specified price (strike = K) within a specific time period (expiry).

42

Call Options

POSSIBLE CHOICES
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$139.20

125

$(14.20)

PAYOUT

GAIN

LOSS

PRICE

P&L
+

-

©2025 Cboe Exchange, Inc. All rights reserved.
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What is the 
break-even price?

CALL OPTIONS

Example
Stock Ticker XYZ
Stock Price ($) $122.53
Side Buyer
Expiry December
Strike (K) 125
Type Call
Interest 0
Dividend 0
Premium (P) $14.20

139.20
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$14.20

125

GAIN

$139.20
LOSS

PRICE

P&L
+

-

PAYOUT

©2025 Cboe Exchange, Inc. All rights reserved.

44

What is the 
break-even price?

CALL OPTIONS

Example
Stock Ticker XYZ
Stock Price ($) $122.53
Side Seller
Expiry December
Strike (K) 125
Type Call
Interest 0
Dividend 0
Premium (P) $14.20
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PAYOUT

LOSS

GAIN

$(16.60)

125

$108.40

PRICE

P&L
+

-

©2025 Cboe Exchange, Inc. All rights reserved.
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What is the 
break-even price?

PUT OPTIONS

Example
Stock Ticker XYZ
Stock Price ($) $122.53
Side Buyer
Expiry December
Strike (K) 125
Type Put
Interest 0
Dividend 0
Premium (P) $16.60
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Keep Learning with 
The Options Institute!

 Take our online, self-paced 
Options 101 Course

 Join us for additional 
education sessions

Thank you!

©2025 Cboe Exchange, Inc. All rights reserved.

TheOptionsInstitute.com
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The information provided is for general education and information purposes only. No statement 
provided should be construed as a recommendation to buy or sell a security, future, financial 
instrument, investment fund, or other investment product (collectively, a “financial product”), or to 
provide investment advice. In particular, the inclusion of a security or other instrument within an 
index is not a recommendation to buy, sell, or hold that security or any other instrument, nor should 
it be considered investment advice. Past performance of an index or financial product is not 
indicative of future results. ​

There are important risks associated with transacting in any of the Cboe Company products 
discussed here. Before engaging in any transactions in those products, it is important for market 
participants to carefully review the disclosures and disclaimers contained at: Disclosures and 
Disclaimers Related to Cboe Products and Services | Cboe . These products are complex and are 
suitable only for sophisticated market participants. These products involve the risk of loss, which can 
be substantial and, depending on the type of product, can exceed the amount of money deposited 
in establishing the position. Market participants should put at risk only funds that they can afford to 
lose without affecting their lifestyle.​

Disclosures and Disclaimers

https://www.cboe.com/global-disclaimers/
https://www.cboe.com/global-disclaimers/
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Cboe®, Cboe Global Markets®, Bats®, BIDS Trading®, BYX®, BZX®, Cboe Digital Exchange, LLC®, 
Cboe Clear Digital, LLC®, Cboe Options Institute®, Cboe Vest®, Cboe Volatility Index®, 
CFE®,EDGA®, EDGX®, Hybrid®, LiveVol®, Silexx® and VIX® are registered trademarks, and Cboe 
Futures Exchange℠, C2℠, f(t)options℠, Hanweck℠, and Trade Alert℠ are service marks of Cboe 
Global Markets, Inc. and its subsidiaries. Standard & Poor's®, S&P®, S&P 100®, S&P 500® and 
SPX® are registered trademarks of Standard & Poor's Financial Services LLC and have been licensed 
for use byCboe Exchange, Inc. Dow Jones®, Dow Jones Industrial Average®, DJIA® and Dow Jones 
Global Indexes® are registered trademarks or service marks of Dow Jones Trademark Holdings, LLC, 
used under license. Russell, Russell 1000®, Russell 2000®, Russell 3000® and Russell MidCap® 
names are registered trademarks of Frank Russell Company, used under license. FTSE® and the FTSE 
indices are trademarks and service marks of FTSE International Limited, used under license. MSCI 
and the MSCI index names are service marks of MSCI Inc. (“MSCI”) or its affiliates and have been 
licensed for use by Cboe. All other trademarks and service marks are the property of their respective 
owners.​
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