Jason Hitchings (00:00):

Today is about the custom strategies and you can use a custom strategy to do any of these as well. But if
you want to do something like a time spread or a broken wing butterfly, something like that, that's a
little bit more involved, then the custom strategy is going to be the way to do it. Now that might feel like
a lot or like a complicated topic when you're new to trade machine and that's completely
understandable or not so much new to trade machine, partially new to trade machine, partially just if
your options trading has been a little bit more focused on one or two legs and not creating complicated
strategies or going across different time spans.

(00:41):

That said, | think many people find as they trade options over time in order to be successful frequently,
it does take both a combination of buying and selling options. It's hard to be successful if you're just
buying naked options and hoping for the best. I'm sure it can be done, but you'll find that a lot of the
strategies inside trade machine when you're just owning an option every day, it's counting against you.
It's like time is running against you. And so by having more than one option, if you're both long and
short options in the same strategy, then you can start to counteract some of those effects. You can
counteract how time affects you. You can counteract how stock movement affects you. You can
counteract how a movement of volatility, like if people's expectation of volatility in the future changes,
then you can offset all of these things.

(01:30):

You just have a lot more control. As a fear likes to say the only way to hedge an option is with an option.
So | just started with the real basic example of just buying a call and | just want to show you starting very
simply how to do the same thing with a custom strategy. So when | click custom, you're likely to find if
you've been clicking around a trade machine for a while, quite a few custom strategies in here. And
that's because when you open a custom strategy from a link, like for instance, this is a custom strategy
that we'll go into a little bit later, it'll actually create the custom strategy in your own list of trades. And
so you'll see quite a few there, but just for the sake of the example, if I'm going to add a new strategy, |
can say basic call and you can just do the exact same thing with a custom strategy that is here, but then
you can take it a lot further.

(02:19):

So something like this, a 60 day 50 delta call in a MD would be same strategy that you're seeing that we
just went over previously, but now this little label says custom. It's no longer using these deltas because
| have my own custom delta set. So wouldn't matter what | put here when I'm using a custom strategy,
it's using this delta and you can add up to four legs here. So looking back at this, that's just exactly what |
did. This is the sort of basic call. This is a 40 delta instead of a 50 delta, but the same concept and | can
just reconstruct any of the strategies that you're seeing in

(02:58):

The normal sort of default trade machine through the custom strategy. You get the exact same results in
both places. And as mentioned when there's a share link created, when | click that share link, it's
actually, it populates this, and if | don't have it in my dropdown, it will just create it for me. So when
you'll see a list of these strategies and deleting, it should just delete it for you. It shouldn't impact
anyone else when creating a custom strategy. These custom strategies are only the legs of the stock. |
mean if you have stock, it's the stock position that you have and it's the legs of the options. A custom
strategy doesn't have anything to do with if you have a limit set, if you have a technical open set. So if |
click technical open, that's where you could pay. If the stock crosses up above the 50 day moving
average, | want to enter the trade, that kind of thing.

Page 1 of 4


https://www.rev.com/transcript-editor/shared/YQOwiCuYnlafRFE0N9s-2bDp1NbAXe7G7Ry9ms-h_iYY1XL8JKOFV1PsBSCMMD5KqfdoPSNkTSXhXbccSlXt7s45CH4?loadFrom=DocumentDeeplink&ts=0
https://www.rev.com/transcript-editor/shared/Tq8ZuTKOw58HyKe53oq62zByq6EnyKOBYQxsgiRd2iDcDloGjJJvABX5WqPkihe-ERH-f1pViF6A6Ba0HN46XNIgWio?loadFrom=DocumentDeeplink&ts=41.91
https://www.rev.com/transcript-editor/shared/0OLuKx5dZxNJZZ_AWd4Uid_85Ok0ja5BnS9s8H8hYEGNpaxbCyM5twMlURMmWs-j4IAziQcSR3q3QZzUC_WR3XSwk9M?loadFrom=DocumentDeeplink&ts=90.63
https://www.rev.com/transcript-editor/shared/K3lBv3dj1SDNjBtfJq2ztNpV2WrM6OV9tIntRIgrbyrYt94hzvBtgnKBEuWKX0P9s67IqMpVEI8gHtidlKD6MKHzzP4?loadFrom=DocumentDeeplink&ts=139.18
https://www.rev.com/transcript-editor/shared/fell69oOc17J39b5q_-0qWW-SAuoFaWqskMUCvbUEOZ-pBFXO5kp3l3qfgLlMuukmACsXuv0KpSFOeOH6_mSuwTyCec?loadFrom=DocumentDeeplink&ts=178.92

(03:52):

That's all of those things are completely independent of this custom strategy, earnings limits, all of those
things. However, these are a list of saved back tests. Now these back tests and we pre-populate pretty
much all of the back tests that you'd find on the today tab when you first plug into the product. So all of
these spread the sell off macd, they all, if you click a question, there's a detailed video or an article on it.
All of those are pre-list in your saved back test list. These, when you load one of these, this will actually
load all of the settings. So I'm clicking load here and you'll notice that the start date and end date
changed, the ticker changed. This says, now put spread short, never trade earnings technic globe, et
cetera. So all of these settings change. So these back test links, these saved back tests, save everything
exactly as it is.

(04:51):

So when you're working off these, then now all of a sudden it'll be at a previous point in time and we do
that intentionally so that when you are looking at a back test or you see a share link or you see
something in the pro scanner that when you load it, you're getting exactly the results from when it was
run in that point in time. It's confusing if you're looking at a result on the today tab and then you're
looking at a day later and the results are different, but if you want to update it to more recent data,
simplest thing to do is just click a little test length at the top and it'll update it to the current dates and
then you can change the tickers. So that's the custom strategies are just the legs of the strategy and if
you have stock or not. And these saved back tests are the whole back test and everything going with it,
including the start date and end date. So there's a little button here and it says close all legs at the front
month options. So I'll look at a little example here. I've already saved it, the short call long leap roll
together, but I'll just kind of create one just as an example of why you'd want to create a custom
strategy. So let's just say

(05:56):

That we want to own a long dated option, like we'll say roughly a year out, we're going to buy an at the
money call and we want to sell something shorter term that is out of the money. And so if we were
selling an option, say 30 days in the future and buying an option, buying a call in this example, that's at a
lower strike out in the future, now we're creating a diagonal time spread and there's different ways you
might want that front of the position to constantly roll that over or not. And that's what you can affect
here. So just for sake of example, I'll do this long call. I'm saying 50 delta. So at the money I'm saying
roughly 360 days or ballpark a year. | could say 365 is in the future. I'm going to add it. I'm going to say |
want to short a call that's a little bit out of the money and | want to do it about a month in the future
and | click add.

(06:55):

So now I'm going to say long leap, short front of the month call, whatever | want to call this strategy. In
my other examples in the slide deck, | used a MD, so I'm just going to switch to a MD here for no,
doesn't really matter. Okay, so let's see. There's some technical conditions here. So I'm going to remove
the technical conditions. It says gains above, so this would close it anytime you made a 50% return on
the trade. I'm going to set that to zero. So I'm kind of resetting this thing to the very basic settings.
When | click on this, you can actually look and see all of the trades that are happening here, and | don't
know if you can see it on your screen, maybe I'll zoom in a little bit so that make that a little bit easier to
see.

(07:36):

And what you see is that we're starting back in May. We're opening this long call and this is May of 2021
and it's opening something as close as it can find to 360 days in the future, which in this case it doesn't
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have every single month when you look at year out. So it's finding something in March and saying that's
the closest and stock prices around 80 and it's finding something around 80 to, yeah, 50 delta at the
money option will actually be slightly increasing over time. As you look at an options chain that has to do
with interest rates and sort of cost to carry, it's something you don't need to worry about too much, but
you might notice at the money is sort of above what looks like the current stock price in the future. And
then it's also opening on the same date, the short calls, and this is May and it's opening something in
June pretty much very close to exactly 30 days in the future. Now as we get close to this June four
expiration, it says roll close that position. So these short calls are expiring out of the money here, these
short calls that are expiring in June, but it's also closing this long dated these 2022 options. And so each
time

(08:54)

It's closing, not just the ones that are expiring, but it's closing the whole position and you can kind of see
then it's reopening the whole position and closing the whole position each time. That's what this little
close all legs with front month options means. It means that you're going to close everything all
together. On the other hand, if you're saying like, Hey, | see no reason to keep, | am owning this long
dated option, why would | want to have this close every single time? | kind want try to turn this out of
the money option into a little bit of a dividend and then hold this long-term haul and be profiting from
selling this thing out of the money over and over and over, and | don't want to keep paying commissions
and giving up the market width and all this kind of stuff over and over by unclicking that.

(09:43):

Now | click save. Now when you look at this, you can see, okay, I'm opening this long dated option still
out in 2022, but now it opens the short calls and then they expire out of the money and then it opens
again the short calls and then it closes them at expiration and then it's opening them closing them. But
now it's happening much more with the short positions and it's only occasionally closing the long ones
once we get closer to date in question for those longer dated options. And I'm just walking through
basically that exact same example here that when we have that close all legs at the front month options
selected, then everything's getting rolled all of the time When | unclick that. Now those options, it's just
the short ones that are getting open and closed over and over and over. So then the question becomes,
okay, what if we are doing a technical open?

(10:35):

So at that point with a technical open, so if for example, | say, so this one actually said never trade
earnings. And so we were seeing it close before this earnings date, | had never traded earnings and so
it'll close two days before the earnings. So we are seeing it close the whole position because of earnings.
So if | click nothing special here, then we'll see that behavior where it's like the short calls are getting
rolled over and over and now it's not closing before earnings. It's just rolling. It's either the 'EM expire
out of the money or it's rolling, it's closing them and reopening them the next day over and over and
over. But the behavior changes a little bit. If | say, well, | only want to open to position and if | use as an
example, if the stock price processes up through the 200 day moving average and I'm choosing one that
happens less often, stock could be above the 200 day moving average for a long period of time, but it's
only going to cross the 200 day moving average much less frequently. So I'm intentionally choosing
something which happens less often. SL in that run for a second, and now we can see that these little
green arrows in the chart are showing you when stock is, | mean when the strategy is opening a new
position.

(12:51):

And so you just end
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(11:52):

Up with a couple trades in this scenario when looking here, you can see that we open these positions
and then these front months expired at expiration, but then we went instead of immediately opening
front months, even though it's the same settings in terms of when it would reopen the positions, it's not
going to close all of them and reopen all of them together. But that egg that is short, that expired out of
the money, it doesn't reopen it until November. So it does not just immediately roll it open because the
technical open says only open to position when the technical conditions are met. And so we see it wait
all of this time to reopen the position for that front month option that expired. So it's kind of waiting for
the right time to reopen it. Now you could close, if you had that option selected to close all the options
together, then it would close the whole position and it would wait | think until November to reopen the
whole position.

(12:53):

But if you're not rolling them together, it's going to keep the long leg, but it's not going to reopen the
short leg until this happens again. So that's the behavior. Once you have a technical open with a custom
strategy, any kind of open it does, whether it's for both legs or just for one leg, won't happen until the
technical conditions are triggered again. And so we see that big gap here from March until November
before it finds the conditions to open it again, but it was holding the long dated options through that
entire time. Okay. So | wanted to, okay, glad you did that. That felt pretty clear. Pulse has any chance of
allowing more than four legs in a customer strategy trade setup? Yeah, there's nothing stopping us from
doing it. It's not a request. We've had a lot, but definitely post that in community and ask if that's
something that a lot of people would be interested in.

(13:412):

We could certainly expand it. It takes some processing power, but that's fine. If people are interested in
more than four legs, then that's something we could definitely look at. So looking at this example just
from the today tab, so we see that there's the CML spread, the sell off. So when you look at this, it says
CML said spell, sell the spread off. If you ever want to see the details of one of these, you click the edit
button and then you can see how the whole strategy is set up. It's set up to be long, slightly out of the
money. 37 delta put. All of the options that we're looking at are expiring 30 days in the future. So you
start by being long, the 37 delta, a little bit out of the money, and now you're short, but you're short
three at the 25 delta. So now your net you're short to. So once the stock goes below this 25 delta now.
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