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Hello Traders!

My name is Mike Rykse and | am the lead options instructor at NetPicks. |
have been an active trader in the markets since 2002 and have traded just
about every market available (stocks, options, futures, forex, bonds).

Without a doubt, my favorite area of the markets is trading options and that
is where | have seen the most success in my personal trading.

| have developed numerous options trading systems and educational
courses which are designed to provide retail traders the tools that they
need to be successful in the markets.

These programs have been used by thousands of traders in over 100
countries over the last 20 years.

In working with so many traders over the years, | have learned some tricks
of the trade that | want to share with you that can make a big difference in
your trading results.

Trading can be difficult but having a specific tool set in place can help you
become a successful trader right away.

Like any successful business, the traders that see the most success are
the ones that stay disciplined to a plan. Whether you are trading full time or
part time, you need to treat this as a business. This means having a plan in



place that will guide every trading decision that you make.

In this ebook, | am going to outline the exact criteria that we use when
selecting the best options to take our trades with. We will provide you with a
checklist that you use to pinpoint the best expiration cycle and strike prices
to use on every trade.

If you have any questions that we can help with as you work through this
training, please feel free to reach out to us. We look forward to hearing from
you.

Mike Rykse
Lead Options Instructor
Info@netpicks.com



Options Trading Overview

Should you trade an at the money option or a cheap out of the money
option?

Are the weekly options the best choice or should you go out to the monthly
options?

These are questions that | see tripping retail traders up.

It is both a blessing and a curse to have so many options available to us on
a daily basis. It can give us a lot of flexibility to react to different types of
market conditions, but can also lead to confusion as to how to pick the best
options that will maximize our profit potential while limiting the risk.

Over the next few pages, | am going to outline the exact criteria that you
can use to set up your options trades. We will take a look at both long calls
and long puts as well as simple credit spreads.

Not having a disciplined trading approach is the number one reason why
most retail traders fail. This document will provide you an exact formula that
can be used to simplify your trading and give you a rule set that will help
stack the numbers in your favor long term.

Let’s start out by taking a look at how we trade long calls and long puts.



Long Call and Long Put Trade Criteria

Buying options is typically how we all get into trading options. The potential
for unlimited profit potential along with limited risk is very attractive.

However, | see the mistake being made too often of strictly choosing the
best option for your trades based solely on price.

Many traders want the cheapest option possible as a way of keeping the

risk extremely low. The problem with that approach is that in many cases
those options are cheap for a reason. They have a very low probability of
making you money.

Instead, we want to balance keeping the risk low while also getting into a
high quality position that has good odds of making us money.

With the following criteria we are going to focus on a swing trading
approach with a typical holding time of 2-20 days. We will use the simple
approach of buying call options when looking for a bullish trade and buying
put options when looking for a bearish trade.

Step 1 - Plan Your Trade and Trade Your Plan

Having a detailed system in place that guides your trade decisions is a
crucial step that is often overlooked by retail traders. They take trades
based off of what they are hearing in financial media or social media
without knowing the reasoning for the trade.

We prefer to take our trades based on the technicals on the charts. We
have a very specific set of criteria that we look for in every trade that we
take. When this criteria is met, we have an exact entry, target, and stop
level on the charts for us in real time.



This allows us to base our decisions on what price is telling us and not
what someone else thinks the market should do. While this doesn’t
guarantee success on every trade, it does allow us to take trades that have
a proven track record of success.

Once in a trade, you need to have an exit plan as well. Without a plan you
will be left to act on emotion and that will lead to overmanaging trades. With
defined target and stop levels in place, | can stay disciplined to my plan
instead of overreacting to every little move back and forth.

If you don'’t have a system in place, you will want to do that first before
putting your hard earned money on the line with live trades.

If you would like more direction on the best system for your trading style,
feel free to email us at info@netpicks.com and one of our trade coaches
can connect to assist.

Step 2 - Selecting The Best Expiration Cycle

Over the last number of years we have seen many new options products
become available to retail traders.

We have seen weekly options and now daily options (ODTE) explode in
popularity.

While the excitement of the short term options grabbing all the attention, we
believe it is crucial to still have the 2-20 day positions as a part of your
trade plan.

The 2-20 day window allows us to stay active without getting caught up in
the daytrading noise and also without having to hold a position for months
at a time.

We will use a mix of weekly and monthly options on these trades but prefer
to look for 20-40 days left to expiration.
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This allows us to book really nice gains without the extreme time decay of
the shorter term options.

All three of these weekly options have 20-40 days
left to expiration. All three of these are valid
to use for swing trades using long calls and long puts

The monthly expiration cycles will have more volume and open interest in
most cases which will make it easier to get in and out of trades quickly and
at good prices. We will use the monthly options in many cases because of
this.

We are not opposed to using weekly options but when doing so, we need
to be picky on order prices. We want to get filled at a good price not at just
any price.

Step 3 - Selecting The Best Strike Price

Many retail traders will go to the far out of the money options on their
trades as a way of keeping the costs low. As we mentioned earlier, in many
cases these options are cheap for a reason.



They are not high quality positions and they need a lot to go right in your
favor to make money.

Instead, we like to focus on options with strike prices that are closer to the
stock price. In many cases, we are looking for options that are 1-2 strikes
out of the money from our entry price on the charts.

This allows us to keep the cost low, while also providing a position that has
a good chance of producing a nice return on our capital.

If looking to buy a long call on AAPL with the stock price
at 258.46 we would be looking at either the 260 call or the 265
call. These options put us 1-2 strikes out of the money
and provide a bullish trade.

In determining whether we go 1 or 2 strikes out of the money, we look at
the liquidity in the options. We prefer to use the one that has the higher
open interest as it will allow us to get better pricing on our order fills in
many cases.



Credit Spread Trade Criteria

Trading long calls and long puts is exciting due to the big return potential
that those trades offer.

I's not uncommon to see 100% returns quickly with long options on trades
where the stock makes a big directional move in your favor.

The problem with these trades is they only have 1 way of making money.
You need the stock to move in your favor in a big way and it has to happen
quickly. There are many cases where that happens which is why the long
options are always part of our trading toolbox.

However, there are also times when you are less certain of market
direction. Stocks can get choppy making it harder to get the big directional
moves.

Instead of going to the sidelines during these stretches, we can use the
credit spreads to help provide a higher probability trade. The credit spreads
will give us 5 ways of making money instead of only having 1 way with a
long option.

All we are doing with a credit spread is trading two options at the same
time. We are selling the option with a strike price closer to the stock price
and then buying an option that is further out of the money to make sure we
are in a risk defined trade.

We sell a call credit spread when we want a neutral to bearish position and
sell a put spread when looking for a neutral to bullish position.

Here is how we structure the trades.



Step 1 - Plan Your Trade and Trade Your Plan

Look familiar? This is the same step outlined for the long calls and long
puts.

This step is so important and so often overlooked that we want to cover it
twice.

Having a detailed system in place that guides your trade decisions is a
crucial step that is often overlooked by retail traders. They take trades
based off of what they are hearing in financial media or social media
without knowing the reasoning for the trade.

We prefer to take our trades based on the technicals on the charts. We
have a very specific set of criteria that we look for in every trade that we
take. When this criteria is met, we have an exact entry, target, and stop
level on the charts for us in real time.

This allows us to base our decisions on what price is telling us and not
what someone else thinks the market should do. While this doesn’t
guarantee success on every trade, it does allow us to take trades that have
a proven track record of success.

Once in a trade, you need to have an exit plan as well. Without a plan you
will be left to act on emotion and that will lead to overmanaging trades. With
defined target and stop levels in place, | can stay disciplined to my plan
instead of overreacting to every little move back and forth.

If you don’t have a system in place, you will want to do that first before
putting your hard earned money on the line with live trades. If you would
like more direction on the best system for your trading style, feel free to
email us at info@netpicks.com and one of our trade coaches can connect
to assist.
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Step 2 - Selecting The Best Expiration Cycle

With the long options we talked about using the options that have 20-40
days left to expiration. This gives us more time to hold the position without
the time decay taking all our profit potential away.

With the credit spreads we have more flexibility due to not fighting the time
decay. Since we are selling the spread to open the position, the time decay
is helping us every day that we hold the trade.

You have the ability to stay in the same 20-40 day window that we talked
about earlier but we can also use the options that have less than 20 days
left to expiration as well.

We recommend using a mix of weekly and monthly options that have as
close to 20 days left to expiration as possible.

These weekly options have 21 days left to expiration.

This is our first choice to use with a credit spread.




Step 3 - Selecting The Best Strike Prices For the
Spread

When structuring our spreads, we like to sell the options that are as far out
of the money as possible while still collecting enough premium to leave us
with a good risk to reward ratio.

When selling spreads, we will always be risking more to make less. Why
are we ok with this? The credit spreads will give us 5 ways of making
money on every trade which means we will have a much higher winning
percentage long term.

We want to make sure we collect enough premium on these trades to make
them worth our while. We like to collect enough premium to make sure we
are risking between 2 and 3 to make 1 on the trades.
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For example, if we are selling a $2 wide spread we want to make sure we
are collecting $.50 or higher when opening the trade. If collecting $.50
when opening the trade, we will be risking $1.50 to make $.50 (risking 3 to
make 1).

In the following table, we outline the minimum credit that we are looking for
on the most common credit spreads that we use:

Credit Spread Minimum Entry Credit

Spread Width Minumum Credit
$1 $0.30
$2 $0.50
$2.50 $0.63
$5 $1.25
$10 $2.50

Step 4 - Managing Credit Spreads

When using the long options mentioned earlier, we will close out of our
trades when the target and stop levels are hit on our charts. With the credit
spreads we take a different approach.

We like to close out of these trades when we are able to keep 50% of the
credit that we received when opening the trade.



For example, if we sell a $2 wide call credit spread for $.60 we would be
looking to buy it back to close the trade for $.30. That would allow us to
keep $.30 per spread or 50% of the max profit on the trade. In most cases,
we are able to see returns on our capital in the 17-25% range using this
approach.

For those that want a set stop rule in place, we recommend using 70% of
the max risk as the stop level.

For example, if we sold the same $2 wide spread from earlier for $.60, our
max risk on the trade would be $1.40 or $140 per spread. We would take
70% of the $140 which gives us $98. We would want to get out with a $98
loss on the trade. To get the stop price, we take the $98 and add in our $60
credit that we collected when opening the trade. That would put our stop
price at $1.58 which would give us a $98 loss per spread.

Conclusion

Trading options can be incredibly rewarding and can provide a really
reliable source of income. With the criteria outlined in this ebook you will
have a rule set that you can stay disciplined to on every trade that you take.

You will have multiple strategies in your toolbox that will have you prepared
for many different market conditions.

If you can stay disciplined to a rule set, you will be well on your way to
becoming a successful trader.

If you have any questions that we can help with feel free to reach out.
Info@netpicks.com.

Happy Trading!
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All Rights Reserved. Protected by copyright laws of the United States and
international treaties. This report may only be used pursuant to the terms of use
agreement controlling the netpicks.com website and any reproduction, copying, or
redistribution of this report or its contents, in whole or in part, is strictly prohibited
without the express written permission of NetPicks.

FOR EDUCATIONAL AND INFORMATION PURPOSES ONLY; NOT
INVESTMENT ADVICE.

NetPicks Services are offered for educational and informational purposes only and
should NOT be construed as a securities-related offer or solicitation or be relied
upon as personalized investment advice. We are not financial advisors and cannot
give personalized advice. There is a risk of loss in all trading, and you may lose
some or all of your original investment. Results presented are not typical.

Hypothetical performance results have many inherent limitations, some of which
are described below. No representation is being made that any trading account will
or is likely to achieve profits or losses similar to those shown, in fact, there are
frequently sharp differences between hypothetical trading performance results and
the actual results subsequently achieved by any particular trading program.

One of the limitations of hypothetical trading performance results is that they are
generally prepared with the benefit of hindsight. In addition, hypothetical trading
does not involve financial risk, and no hypothetical trading record can completely
account for the impact of financial risk in actual trading. For example, the ability to
withstand losses or to adhere to a particular trading program in spite of trading
losses are material points which can also adversely affect actual trading results.
There are numerous other factors related to the markets in general or to the
implementation of any specific trading program which cannot be fully accounted for
in the preparation of hypothetical forex trading performance results, and all of which
can adversely affect actual forex trading results.

Past results of NetPicks are not indicative of future performance.
The monthly and composite annual results should be viewed as hypothetical.

In reality, the results do not represent the track record of the methodology originator
or subscribers. This also means there is no guarantee that one applying these
methodologies would have the same results as posted. Since trading successfully
depends on many elements including but not limited to a trading methodology and



trader psychology, our website does not make any representation whatsoever that
the above mentioned trading systems might be or is suitable or profitable for you.

In addition, it's important to understand and accept that there can be data outages
and server failures. The brokers system might not be functional, the auto trading
servers might have technical difficulties and there may be times where
communication between accounts, the broker and the auto-trade program are not
functioning properly. This can lead to greater risk. Markets also do not always
guarantee exact fills. Periods of fast markets can cause greater degrees of slippage
and less than ideal fills. There can be no guarantee that your account will always
be able to enter and exit the program’s ideal entry or exit point.

100% Unbiased Pledge: Employees, contractors and owners of NetPicks are
expressly forbidden from owning any of the securities that they are recommending
to subscribers unless clearly identified in their work. This ensures you are getting
100% unbiased research on investments our analysts have come across in their
own due diligence.

Nothing in this report, nor any communication by our employees or contractors to
you should be considered personalized investment advice.

Past performance is no guarantee of future results. All information is issued solely
for informational purposes and is not to be construed as an offer to sell or the
solicitation of an offer to buy, nor is it to be construed as a recommendation to buy,
hold or sell any security. All opinions, analyses and information contained herein
are based on sources believed to be reliable and written in good faith, but no
representation or warranty of any kind, expressed or implied, is made including but
not limited to any representation or warranty concerning accuracy, completeness,
correctness, timeliness or appropriateness. Investments recommended in this
publication should only be made after consulting with your financial advisor.

This is our Privacy Policy: https://www.netpicks.com/privacy-policy/

This is our Terms of Use: https://www.netpicks.com/terms-of-use-conditions-of-sale/
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