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Being the best investor requires you've understanding of all your trading options in order to make
the most informed decisions. When it comes to your investment choices you have quite a few to
pick from; one which is often misunderstood but which could give you a great return on your
investment if you know what you are doing is option trading. Because options trading is different to
normal investing, you need to make sure that you fully understand what options are before you
begin.

One of the primary criticisms of options trading is the potential volatility that comes with it. But the
number of speculation that an investor is willing to engage in will have a direct impact on that
volatility so this is worth remembering. So applying the same tactics to trading options should not
pose any trouble to people that generally trade in commaodities for example. You should also be
aware that speculation is not always necessary. Folks who don't find it very comfortable to
speculate can actually afford to be more reserved when they deal with options.

Options and What they're

When you purchase options, you are actually getting a contract which gives you the right to acquire
certain stocks or shares at an agreed price. This contract is purchased by you from the seller and
your goal ought to be to exercise your right to purchase at a later date. There's two reasons why this
style of transaction is called an option. The first reason is that even if you've actually purchased the
right to buy a specific asset, you do not actually have to buy it. Second, acquiring the asset is a
thing that'll take place down the road - should you opt to exercise the option. It's worth noting that
you're going to pay for the contract whether you decide to exercise your right to buy.

To understand this more easily think of purchasing your dream car. You might agree with the seller
that for the next ninety days, you've the right to obtain the car for $25,000 but you have to pay the
seller $5,000 to have this right. So what you will do during the ninety days is to find the cash for the
car and research the deal so that you can be positive that you want to go ahead with this
investment. If you decide to go through with the deal, you give the owner the $25,000 and he
surrenders the car to you. On the other hand , if you decide that you actually don't want to purchase
the car, then the $5,000 that you paid to the seller is kept by him and he can sell the car to another
person.

Different kinds of Options

Not to mention there being two different types of options, there's also two different methods to trade
them. Let's We will first glance at the ways of trading.

The two ways to trade options are often called &€cecalls" and "puts”. A call is when you obtain an option
to buy an asset at a certain price within a certain period of time but a put is the option to sell. you

can find both advantages and drawbacks to these and they're very similar. Rising prices are

beneficial to those dealing in calls while falling prices are beneficial to those dealing in puts.

On the subject of the different kinds of options, these are European or American. An American
option means you must make your decision to exercise the option within the agreed time frame.
When you buy a European option, you've to wait until the time expires before you can exercise your
option. There are advantages and disadvantages to both of these options.
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This article is only the tip of the iceberg with regard to options trading. Even so all you need to
know now is that it can be done for a profit if you know what you're doing. You can find plenty of
information online to help you get started should you like to try your hand at trading options.
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