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Macro Thoughts: 

We just cannot seem to pick the direction.  This market appears to want to go lower, but every time we 

touch a new low, there’s a bounce back to the middle of the recent range before a new seller appears.  

Holiday markets often seem to trade without meaning, as we get computers chasing trends and looking 

for fundamental players to get involved.  But, many fundamental players seem content to sit on their 

hands and look to re-position in the new year. 

We do have some setups that have been appearing but with the odd market behavior, I still am being 

very selective.  This week had a great new setup that came to fruition in HUYA, but I also know that 

there is no PnL until it gets realized – so this week, I will be looking for signals that it is time to close, roll, 

or otherwise adjust that trade. 

There is one key difference to the sell-off this week that I have not seen in October and November – 

there are still names maintaining cheap implied volatility.  This means that there may actually be some 

really interesting setups into the holiday weeks that I normally would not anticipate (similar to the HUYA 

from last week).  I’ll continue to be looking for these setups so that I can play with cheap options for 

short-squeezes, downtrends, and new break outs in the near future. 
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New Trades this week: 

December 11th, 2018: HUYA January 11th $18 Calls for $0.55 
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 *Screenshot from Sterling Vol Trader 

This is another name that has been trending down but started to show relative strength with market 

chop.  An initial close above the 10-Day Moving Average proved to me that the bears were looking to 

cover positions.  Ideally, this could then lead to a big short-squeeze.  On top of this, Implied Volatility is 

at/near historical lows of around 60%. 

We continued to see HUYA firm in spite of equity market weakness into the end of the week.  This truly 

appears to be a spot where the short got too big and needs out.  If the market stops collapsing, this 

could get even more explosive.  I will be looking for roll opportunities early in the week to capture some 

profits from the initial trade but maintain exposure for a potential quick move into the $20’s. 

Traditionally, I structure short-squeeze plays with very short-term options in the 10-20 Delta space, but 

this time took the 4-week options with 30-Delta.  The reasons behind this are multiple but simple.  First, 

there is a lot of equity chop, so I felt that there was a chance of a stall to the squeeze, meaning I wanted 

both more time and higher Delta.  Second, we are approaching the holiday weeks that often see smaller 

ranges, so I wanted to avoid December 28th and January 4th as my expirations to be long options, 

especially with January 11th trading at a similar volatility level.  As we exit holidays and see short-

squeeze setups, I will likely move back toward those 1-2 week out options for the play, but wanted to 

make it clear as to why I add more time in this particular environment. 
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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. 

 


