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The Option Greeks 

 

The Greeks are complicated and I can take easily take a few hours to explain but I would rather 

concentrate on only 2 of the Greeks and define them as simple as possible based on how we 

will use them. 

 

Delta: Measure the amount that an option will move relative to the stock movement. 

e.g.: A delta .70 option will theoretically move 70C for each $1 move of the security. 

 
We will also use delta to estimate the probability of an option expiring in the money. 

e.g.: Delta 20 option has  approximate 20% probability of expiring in the money or more 

importantly 80% probability of expiring out of the money. 

Theta: measure the amount that an option price will decrease with each passing day. 

e.g.: An option with a -0.1 value will theoretically decrease by 10c daily if the price and volatility 

remain constant. Hence, after 5 days the value of the option will decrease by .50C. This often 

referred to as time decay. 

 

 

 

 

 

 

 



3 
 

Probability in the Money: 

 

Probability in the money: or market maker expected move is calculated by adding “at the 

money call” to “at the money put” in the same expiration cycle. This represent 67.7% 

probability that the security will be within this range at the option expiration of the same cycle. 

 

• Is one standard deviation up or down so it is not directional. 

• One standard deviation gives us the probability of 67.7% to close inside that range 

within a specific period of time. 

• It is greatly affected by implied volatility (IV) since IV effect option prices. 

• The higher the IV the higher the expected move. 

 

 

 

 

In the above example AAPL closed at 139.99 or almost 140 so we are going to calculate the 

above numbers for April 21, 17 option cycle expiring in 34 days. 

 

Probability in the Money = 2.39 + 2.44 = 4.83 

The range will be 140 plus or minus 4.83. So there is a 67% probability that AAPL will be within 

the range of 135.17 to 144.83 in 34 days. 

 

Expected move defines levels that are used by institutional investors to sell options below 

and above these level and constantly defend them which makes them extremely important 

and powerful levels for option traders. 
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Disclaimer: 

Fibonacci Trading Institute and Alla Peters are not an investment advisor and are not registered 
with the U.S. Securities and Exchange Commission or the Financial Industry Regulatory Authority. 
Further, owners, employees, agents or representatives of Fibonacci Trading Institute are not 
acting as investment advisors and might not be registered with the U.S. Securities and Exchange 
Commission or the Financial Industry Regulatory. The content on any of Fibonacci Trading 
Institute products or communication is for educational purposes only. Nothing in its products, 
services, or communications shall be construed as a solicitation and/or recommendation to buy 
or sell an option, stocks or security. Trading stocks, options and other securities involves risk. The 
risk of loss in trading securities can be substantial. The risk involved with trading stocks, options 
and other securities is not suitable for all investors. Prior to buying or selling an option, an investor 
must evaluate his/her own personal financial situation and consider all relevant risk factors. Past 
and current performance is not necessarily indicative of future results. All results are hypothetical 
and not the results of actual trading. Options involve risk and are not suitable for all investors. 
Prior to buying or selling an option, a person must receive a copy of Characteristics and Risks of 
Standardized Options (ODD). Copies of the ODD are available from your broker or from The 
Options Clearing Corporation, 125 S. Franklin Street, Suite 1200, Chicago, IL 60606. The 
information on this website is provided solely for general education and information purposes and 
therefore should not be considered complete, precise, or current. Many of the matters discussed 
are subject to detailed rules, regulations, and statutory provisions which should be referred to for 
additional detail and are subject to changes that may not be reflected in the website information. 
No statement within the website and materials should be construed as a recommendation to buy 
or sell a security or to provide investment advice. The inclusion of trade examples should not be 
construed as an endorsement or an indication of the value of any product, service, or website. 
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