Disclaimer
EW I

The views and opinions expressed in this presentation reflect those of the individual
authors/presenters only and do not represent in any way Bourse de Montréal Inc.’s (the
“Bourse”) opinion or any of its affiliates. The presentation is not endorsed by the Bourse or its
affiliates. The information provided in this presentation, including financial and economic data,
guotes and any analysis or interpretation thereof, is provided solely on an information basis and
shall not be interpreted in any jurisdiction as an advice or a recommendation with respect to the
purchase or sale of any derivative instrument, underlying security or any other financial
instrument or as a legal, accounting, tax, financial or investment advice. The Bourse and its
affiliates do not endorse or recommend any securities referenced in this presentation. The
Bourse recommends that you consult your own advisors in accordance with your needs.
Although care has been taken in the preparation of these articles, the Bourse and/or its affiliates
do not guarantee the completeness of the information contained in this presentation, and are not
responsible for any errors or omissions in or your use of, or reliance on, the information. The
Bourse reserves the right to amend, review or delete, at any time and without prior notice, the
content of this presentation. The Bourse, its affiliates, directors, officers, employees and agents
will not be liable for damages, losses or costs incurred as a result of the use of any information
appearing in this presentation.

“S&P ®” and “Standard & Poor’'s ®” are registered trademarks of The McGraw-Hill Companies,
Inc. and “TSX” is a trademark of TSX Inc. (“TSX”). The products mentioned in this presentation
are not sponsored, endorsed, sold or promoted by S&P or TSX; and S&P and TSX make no
representation, warranty or condition regarding the advisability of investing in them.
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Bull Call Spread Overview
B E == SllLadll

* Vertical spread
= Long lower strike call
= Short higher strike call

* Debit spread

= Premium of the options sold is less than the premium
of the option purchased.

* Objective
= Trade a directional bias to the upside.
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Bull Call Spread Risk/Reward Profile

e Maximum profit:
= High strike — Low strike — Net premium paid

¢ Maximum loss:
= Net premium paid

Short Call
Strike
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Bull Call Spread Contract Selection

Expiration month selection should allow enough
time for the anticipated move to take place.

At-the-money & in-the-money strike prices:
= Conservative
= EXpensive

Out-of-the-money strike prices:
= Greater profit potential
= Smaller premium collected
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Bull Call Spread Example
B E == SllLadll
« XYZis trading at $72.00.
* Buy one 3-month $72.00 call @ $5.70
 Sell one 3-month $80.00 call @ $2.60
« Net debit is $3.10.
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Bull Call Spread Example

Break Even
$75.10

$490.00 l

$0.00
5.00 $80.00 $85.00 $90.00

-$310.00

& Ty ——



Bull Call Spread Example

Price at 72-Call Profit 80-Call Profit Net Spread
Expiration (Buy) (Sell) Profit

$65.00

-$570.00
-$570.00
-$570.00
-$270.00
$230.00
$730.00
$1230.00

$260.00
$260.00
$260.00
$260.00
$260.00
-$240.00
-$740.00

-$310.00
-$310.00
-$310.00
$10.00
$490.00
$490.00
$490.00
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Bull Put Spread Overview
B E == SllLadll

* Vertical spread
= Long lower strike put
= Short higher strike put

e Credit spread

= Premium of the option sold is greater than the
premium of the option purchased.

* Objective
= Generate income
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Bull Put Spread Risk/Reward Profile

e Maximum profit:
= Net premium received

e Maximum loss:
= High strike — Low strike — Net premium received

Short Put
Strike
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Bull Put Spread Contract Selection

Near-term expiration month benefit from rapid
time decay.

At-the-money & in-the-money strike prices:
= Generates greater income
= Greater chance of being assigned

Out-of-the-money strike prices:
= Higher probability of options expiring worthless

= Smaller premium
Tyt
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Bull Put Spread Example
B E == SllLadll
« XYZis trading at $72.00.
* Sell one 1-month $70.00 put @ $2.00
e Buy one 1-month $65.00 put @ $1.00
* Net credit is $1.00.
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Bull Put Spread Example

Break Even
$69.00

$100.00
$0.00

0.00 $75.00 $80.00 $85.00

-$400.00
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Bull Put Spread Example

B E == SllLadll
expiration (Sell) (Buy) Profit
$60.00 -$800.00 $400.00 -$400.00
$65.00 -$300.00 -$100.00 -$400.00
LA $69.00 $100.00 -$100.00 $0.00
$70.00 $200.00 -$100.00 $100.00
$72.00 $200.00 -$100.00 $100.00
$75.00 $200.00 -$100.00 $100.00
$80.00 $200.00 -$100.00 $100.00
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Comparison

B E == SllLadll
orElE e BULL CALL Spread (3 months) | BULL PUT Spread (1 month)
Buy 72 Call, Sell 80 Call Buy 65 Put, Sell 70 Put
Outlook Moderately bullish Neutral to bullish
Obijective Trade a directional bias Generate cash flow
Time Negative impact Positive impact
Risk $3.10 $4.00
Profit Potential $4.90 $1.00
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