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Options trading strategies combine different options to target specific outcomes. They are often 
more flexible than basic options trades which can help limit losses. Having the ability to tailor trading 
to specific market scenarios may also help traders better cost-effectively define gains. Let’s take a 
look at three common trading strategies.

Bear Put Spread
GOAL: To profit from a gradual price decline in the underlying asset. 

A bear put spread involves a trader buying a put option and selling 
the same number of put options at a lower price. This strategy may 
be utilized by a trader who believes an asset will decline in value.

Bull Call Spread
GOAL: To profit from a gradual price rise in the underlying asset.

A bull call spread involves a trader buying a call option and selling 
the same number of call options at a higher price. This strategy may 
be utilized by a trader who believes an asset will increase in value. 
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S&P trading at $5,515

Buy one SPX put option with 
a strike price of $5,500

Buy one SPX call option with 
a strike price of $5,530

If SPX drops 
below $5,450 both 

put options are 
ITM. Profit is equal 
to the difference 

between the 
two strike prices 

minus the net cost 
of the spread.

If SPX rises above 
$5,580 both call 
options are ITM. 
Profit is equal to 

the difference 
between the 

two strike prices 
minus the net cost 

of the spread.

If SPX stays 
between $5,500 
and $5,450 the 

higher strike put 
option is ITM and 
the lower strike 

put option is OTM. 
Profit is reduced 
but can still be 

positive depending 
on exact SPX price 
and net cost paid.

If SPX stays 
between $5,530 
and $5,580 the 
lower strike call 
option is ITM but 
the higher strike 

call option is OTM.

If SPX stays 
above $5,500 
both options 

expire worthless. 
Maximum loss is 
the net cost paid 
for the spread.

If SPX stays 
below $5,530 

both call options 
expire worthless. 
Maximum loss is 
the net cost paid 
for the spread.

Sell one SPX put option with 
a strike price of $5,450

Sell one SPX put option with 
a strike price of $5,580

OR

OR

OR

OR
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Max Profit
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Put option strike price
$5,500

Put option strike price
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Max Profit

S&P @$5,515

Strike price
$5,580

Strike price
$5,530
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Iron Condor
GOAL: To profit from little to no price movement in the underlying 
asset (low volatility).  

An iron condor combines both long and short call options and long 
and short put options. This strategy may be utilized by a trader who 
believes an asset’s value will stay within a specific range.
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Buy one SPX 
put option 

with a strike 
price of 
$5,400

Sell one SPX 
put option 

with a strike 
price of 
$5,450

Sell one SPX 
call option 

with a strike 
price of 
$5,600

Buy one SPX 
call option 

with a strike 
price of 
$5,650

If SPX stays 
between $5,450 and 

$5,600, maximum 
profit is the net 

premium received.

If SPX is between 
$5,400 and $5,450, 
OR between $5,600 

and $5,650, the 
profit declines as the 

index level moves 
further away from 

the inner strike price 
($5,450 and $5,600).

If SPX falls below 
$5,400 or rises 
above $5,650, 

maximum loss is the 
difference between 
strike prices of the 
calls or puts minus 

the net premium 
received.

Max Profit
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Strike price
$5,600

Strike price
$5,450

Strike price
$5,650

Strike price
$5,400

Max Loss

Got the hang of these common strategies? Click here for more Advanced Options Trading Strategies
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