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Macro Thoughts: 

The market took a relief rally that could turn into a more bullish market, but at the least turned to some 

consolidation as we await news from the G-20 meetings in Buenos Aires.  This meeting will be crucial for 

setting the tone into year-end – any progress on US-China trade relations should allow for the market to 

get into holiday mode and drive Implied Volatility lower in many names.  However, a bad meeting that 

pushes the trade tensions higher would have to be considered a problem for markets and we will likely 

be back to the point of violent moves in markets with very expensive options. 

I expect that the participants do not want to make trade tensions worse, but options are staying a bit 

expensive leading into the meeting because of that risk.  Places where volatility has started to get 

cheaper tend to be in sectors that would be less impacted by the conversations – such as emerging 

market names from South American countries and small-cap domestic biotechnology companies.  The 

end of meetings this weekend will likely press volatility lower in many other sectors and allow for very 

leveraged setups going into year end. 

We did toe into one new trade this week on a Chinese name with short-squeeze potential and we are 

looking at rolling other positions in BBD and CMCSA that have had a strong performance in order to re-

lever and/or add time to expiration.  Next week should be a bit busier if the US-China negotiations go 

well, as the market can move from waiting for fundamental inputs to trading off of technical signals and 

company-specific stories while crushing implied volatility, which helps us generate more explosive ideas. 
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New Trades this week: 

November 27th, 2018: IQ December 21st $22.5 Calls for $0.50 

 

 

 *Screenshot from Sterling Vol Trader 

I see a halt to a downtrend that looks ready to set up a short-squeeze and yet Implied Volatility is at 6-

month lows.  A close above the 10-Day Moving Average seemed imminent on Tuesday, but sellers came 
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in ahead of the announcement of a convertible bond offering.  The hedge for the buyer of those bonds is 

to either sell calls or sell stock, and this helped weigh on IQ for the following day and a half.  But on 

Friday, the sellers dried up – this is a great signal.  The news that was causing short-term weakness is out 

in public and has been traded by the market.  Then, the market was able to close above the 10-Day 

Moving Average, so the algorithmic trader that was selling to follow the trend may need to cover.  The 

seller that was arbitraging his convertible bond purchase may have made his necessary sales, while the 

seller trying to just ride the trend now may need to buy.  Short-squeezes can be fast and violent, so this 

is a great setup style for a home run trade, and we will be watching closely to see if that momentum 

confirms in the coming week. 
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All Services and Content Are Provided for Educational and Information Purposes 
Only and Are Not Intended as Legal or Financial Advice. 

The information and content provided in or through these Services is for educational and informational 

purposes only.  By accessing and/or using the Services you acknowledge that the Services are not 

intended to be a substitute for legal, investment, or financial advice that can be provided by an attorney, 

accountant, and/or financial advisor. You further acknowledge that you should not rely solely on the 

Services in making any investment or financial decision, and should always check with your financial 

advisor and tax advisor to determine the suitability of any investment.   

All information provided in or through these Services is strictly informational and is not to be construed 

as advocating, promoting or advertising registered or unregistered investments of any kind whatsoever. 

The information is provided “as-is” and is not guaranteed to be correct, complete, or current.  Option Pit 

and Trade Academy do not guarantee that you will attain a particular result, outcome, or earnings, and 

you accept and understand that each individual’s results will vary and depend on numerous factors.  

Option Pit and Trade Academy are not investment advisors and are not registered with the U.S. 

Securities and Exchange Commission (“SEC”) or the Financial Industry Regulatory Authority (“FINRA”). 

Further, owners, employees, agents or representatives of Option Pit and Trade Academy are not acting 

as investment advisors and might not be registered with the SEC or FINRA. 

 


