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Issue #462, January 7, 2022 - By Lee Lowell 
 

Time For A Close-Out 

 

Hello Vertical Spread Traders, 

 

The market continues to drop, especially the Nasdaq, which is mostly made up of tech 

stocks. 

 

We discussed at length yesterday about the situation, and how we could be in for more 

choppy waters. 

 

U.S. unemployment numbers were released before the bell this morning, and it was a bit 

worse than expected. 

 

Coupled with interest rates rising at a good clip today in the treasury market, and you have 

a recipe for stocks to drop. 

 

https://smartoptionseller.us14.list-manage.com/vcard?u=052e92ac1766935bd5e21d082&id=d95ac4ae41


 

The Dow Industrials and the S&P 500 are holding up ok, but it's the Nasdaq that's bearing 

the brunt. 

 

Netflix (NFLX) 

 

Our spread position in NFLX has reached the upper limit of our stop-loss zone, and at the 

end of the day yesterday, it looked as if we could hold out a bit longer. 

 

But with the drop in the Nasdaq this morning, it has taken NFLX stock down with it.  The 

stock price has fallen another $10 per share. 

 

It definitely looks oversold and ready for a bounce, but we have to adhere to our rules. 

 

The one time we decide to not follow them, could be the time we lose big.  I'm not willing to 

do that. 

 

Having longevity in the trading game is to be steadfast with your rules, and not let a losing 

trade turn into a really big losing trade. 

 

So, with that, and even though the stock could bounce, we're going to put in an order to 

buy back the trade for a loss, and move on. 

 

It's a tough call, considering we're so close to expiration and time decay will really kick in 

over the next two weeks. 

 

The wildcard is whether the Nasdaq will keep getting hit.  If so, NFLX will keep dropping 

too.  In that scenario, we could be looking at even bigger losses. 

 

So let's close it out. 

 

For those of you willing to roll the dice a bit and hold on for longer, you are more than 

welcome to do so.  It could end up being a winner.  Officially though, we're closing it today. 

 

I have to run this newsletter for the good of the group and set the right example.  And in 

this case, it's time to get out. 

 



 

Here's what you can choose to do (official): 

 

Note: you will only execute this buy-back trade if you already hold the credit 

spread position in your account.  If you don't have the position, you can disregard 

these instructions.  

 

Buy back (buy-to-close) all of your NFLX January 21, 2022 

$510/$505 put option credit spreads for a limit buy price of $1.25 per 

spread or cheaper, day-only, as a closing transaction (buy-to-close). 

 

Currently, the spread is worth roughly $1.15 to $1.20 per spread, so we should be able to 

get it done for our price of $1.25 or cheaper. 

 

Please note the "day-only" designation.  This is not a "GTC" order. 

 

If you are not filled today, the order will cancel and you'll have to set it up again come 

Monday (if necessary). 

 

I will send an alert pre-market on Monday to let you know what to do if you were not filled 

today, so please make note of that. 

 

Here are more detailed instructions, which will sound very much like the ones I give when 

we open the spread. 

 

In the trade instructions above, I will always place the higher (more expensive) strike first, 

as it is the one we will be buying as part of the spread buy-back.  The lower (less 

expensive) strike listed is the one we will be selling in the spread. 

 

In this buy-back trade, you will be buying the $510 put option and selling the $505 put 

option all within a single transaction.  This is the exact reverse of how we initially open the 

spread. 

 

Do not pay more than $1.25 per spread. 

 

It is in your best interests to execute the trade as a single spread transaction instead of 

executing two separate distinct buy & sell trades. 

 



 

If you don't understand what that means, please read the Primer for more details.  You can 

also ask your broker for help if you need it. 

 

When executing the trade as a single spread transaction, it doesn't matter what each "leg" 

trades for.  All that matters is that you buy it for no more than $1.25 per spread, or lower. 

 

If for whatever reason you cannot, or don't want to enter the trade as a single spread 

transaction, you are more than welcome to execute two trades independently of each 

other.  This will entail you having to set up your trading platform to buy the $510 put option 

first, and then manually get your trading platform set up a second time to sell the $505 put 

option. 

 

It takes up precious time and is tedious to do it that way.  You also open yourself up to 

"slippage", which means the stock can jump or fall in price on you unexpectedly while you 

fumble with your trading platform to get set up to make those individual transactions. 

 

Trust me, please try to learn how to execute these trades as spreads.  It will make things a 

lot easier. 

 

Everyone good? 

 

Do not pay more than $1.25 per spread. 

 

Ok, that's all for now.  Get those buy-back orders in there and let us know how you do.   

 

Continue to hold all other open positions as-is. 

 

Contact us here with fills, comments, questions or concerns. 

 

Best,  

Lee        

 

Current Portfolio 

Continue to work all trades as instructed and continue to hold all other open positions as-is. 

https://smartoptionseller.us14.list-manage.com/track/click?u=052e92ac1766935bd5e21d082&id=396477def5&e=20e3fa4beb


 

 

See the Current Portfolio below for current prices & instructions. 

 

Note on the Current Portfolio - if you are a new subscriber and don't have a position 

yet on any of our trades, make sure you enter your order at the original 

recommended prices.  If you are unsure or have any questions, please ask us! 

 

 

  
 

 


