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2024 Automated Op�on Process Update 
 FIRST OF ALL: 

I have nothing to sell. I just want to share a reliable income process I found that works for me and may be of help to 
you or someone you care about.  It’s all based on an investment strategy developed by Lee Finberg over his 30 
years on Wall Street. If you would like to read Lee’s book, The Monthly Income Stream, go to www.safertrader.com 
and order one there. 

We maintain 3 short videos, Day to Day Process (4:14 min), Under the Hood (8:55 min), and OA Configura�on (1:55 
min) to help you understand our system.   

To access these videos, go to www.GregAlanHoward.com/inves�nglp and click on ACCEPT to acknowledge the 
appropriate waiver.  

The “Day to Day Process” is very simple and highly automated. How hard can it be if the training video is only 4 
minutes long?  

“Under the Hood” runs for about 8 minutes and details how we do what we do.  Understanding all the details of 
what is under the hood is not necessary to be successful.  It’s much like driving a car.  You don’t need to know how 
an internal combus�on engine works to drive the car and get where you are going. So the first video shows you how 
to drive the process, the second video tells you how the engine works.   

The third video, “OA Configura�on”, is helpful a�er you have your own account set up with Op�onAlpha.com. 

 SOME HISTORY:  

The basis for our investment strategy can be found in Lee Finberg’s book “The Monthly Income Machine”.  But a lot 
has changed since Lee wrote his book. The fundamental strategy is s�ll sound, but the speed at which the market 
operates has changed significantly. Key developments are weekly/daily op�ons, trading bots that automate the 
trading process and commission levels of $0 to $0.35 per contract. Add to that the availability of extensive back 
tes�ng from 2006 to the present via TastyTrade’s back tes�ng so�ware and you get to our current trading plan. 

WHAT WE DO: 

We sell XSP ver�cal PUT ver�cal spreads most trading days that expire the next trading day. (If I use terms that you 
are not familiar with, simply go to www.investopedia.com  for good defini�ons.) Our goal is to take in premium 
from these sales and then wait for each spread to expire worthless the next day, allowing us to keep the premium.  
We created 2 bots, Investments and No�fica�ons, to automate the process.  

WHY PEOPLE BUY WHAT WE HAVE TO SELL: 
When people buy something of value, they want to protect that value against loss.  When you buy a car, you buy insurance. 
When you buy a house, you buy insurance. The same is true of investments in the stock market.  When people buy 100 shares 
of the S&P at a total cost of $550,000, they want to protect that investment as well from any substantial loss.  That’s where we 
come in.  We insure stock investors against loss. We also do what insurance companies have been doing for several hundred 
years now, we buy re-insurance from someone else to limit our maximum loss and that’s what is known as a put spread.  In the 
small corner of the market that we play in, XSP trades on average 54,000 options on the S&P per day worldwide.  But the reason 
why people buy what we sell is they want and need what we have, insurance.  
SO HOW DID WE GET HERE? 
It started with the Top Strategies tab at www.Op�onalpha,com.  Over the past 4 years, 14,000+ trades have been 
made selling SPY 2-day ver�cal put spreads with the short leg at –.15 delta and the long leg at -.05 delta. The 
documented actual win rate over those 14,000+ trades was 92.7%.  SPY is an ETF of the S&P 500.  

http://www.safertrader.com/
http://www.gregalanhoward.com/investinglp
http://www.investopedia.com/
http://www.optionalpha,com/
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We’ll talk more about why we are looking at SPY and how we got from SPY to XSP in a moment.

 
But being the skep�c that I am, a�er 30+ years of looking at various scenarios, I wanted independent confirma�on 
of those results. I also wanted to know what would happen if the investment expired in 1 day rather than 2. A�er 
all, I’m not a pa�ent man������� I turned to TastyTrade.com. It has an excellent back tes�ng u�lity and it’s free to the 
public. The results of tes�ng the SPY scenario from 2006 to the present (18 years), confirmed the Op�on Alpha 
sta�s�cs and showed that over 1384 trades with a delta of -.10, the win rate for trades that were expiring in 1 day 
rather than 2 increased from 92.7% to 97%. 

But s�ll, who would go through all of this for $5.76 per day. 

 
The answer is really no one or so it would seem. But there were a number of factors that we couldn’t specify in the 
back tes�ng. By op�mizing some of these, we saw premiums that reached $25 on a $4 spread. Return on Risk was 
typically 5% to 10% PER DAY.  Yes you read that right, PER DAY.  That translates to 25%+ per week and 100%+ per 
month. Now trade mul�ple op�on contracts per trade and real money results.   

The chart below shows the impact on a $5000 account over 1 year, of different spread sizes and number of 
contracts per trade. And remember, we are dealing with a process that has a win rate of 97%. 

  

TastyLive.com 
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BUT WHAT ABOUT THOSE LOSSES: 

The bots themselves have all kinds of checks and balances.  We avoid having money in the market on days that we 
know the market is suscep�ble to high vola�lity.  We block trading around the repor�ng days of the Federal Open 
Market Commitee, the Consumer Price Index, Earnings Reports and Ex-dividend days. It’s not important for you to 
know what each of those reports is, just that they can be bad for inves�ng. All of that reduces the number of 
trading days by 44, but believe me when I say, we are safer and more profitable for it.  

In addi�on to those 44 days, for those who are more conserva�ve, we have a way to opt out of launching new 
trades on Fridays that expire on Mondays.  Some folks don’t want money �ed up in the market over the weekend. 

We monitor the movement of the market during the day.  If XSP gaps open more than 1% in either direc�on or it 
drops more than 2% from its open, we suspend trading �ll the dust clears and sanity returns. If the market shows a 
definite down trend, we change short put leg deltas from -.10 to -.05 to provide more room for the market to move 
against our trade in an atempt to avoid a poten�al loss. 

All of these are intended to reduce the 3% loss ra�o. But when the eventual loss rears its ugly head, we have a loss 
mi�ga�on process that offsets some or all of the money lost with a situa�on specific supplemental trade. It is 
automated as well with minor manual interven�on required. 

SO WHY PUT SPREADS INSTEAD OF IRON CONDORS? 

Well that is the $6 million ques�on isn’t it? A�er all, Lee was very high on the iron condor as an investment vehicle. 
But in the process of back tes�ng, we discovered that Call spreads with the same delta values were not as 
successful as the puts and the resul�ng iron condor was only 86% successful. 

So while we have a 97% success rate with Puts alone, combining them with Calls in an iron condor generated 28 
losses in a full year of trading rather than 6. This had a significant impact on profits. 

So botom line is, we make and keep more money trading the puts only, 

WHY XSP INSTEAD OF SPY? (this is a long-winded answer.  You may want to just skip to THE END.) 

SPY is the ETF that tracks the S&P 500 at approximately 1/10 the value. So if the S&P 500 index is trading at 
$5000 per share, SPY is trading at $500.  The same is true of XSP but XSP is not an ETF, it is a mini- index.  
The indexes typically trade using the European op�ons trading model, which means that they setle in cash 
at the end of the day and that op�ons can only be exercised at expira�on.  The ETFs operate on the 
American trading model that allows for early assignment of op�ons and they setle in shares of stock.  In 
addi�on, profits from the American style of trading are taxed as short term capital gains in the US, while 
profits from XSP are taxed 60% as long term capital gains and 40% as short term capital gains. So you pay 
less taxes trading XSP. 

Trading XSP also avoids the possibility of early assignment.  But what the heck is that?   

Early assignment exists only in the American op�ons model and means that your buyer can choose to 
exercise their op�on with you any �me of the day or night on any day up to and including expira�on day.  

By way of an example, let’s say that you have a SPY trade that has 10 contracts in it. Since each op�on 
contract controls 100 shares, those contracts control 1000 shares of SPY. If SPY is trading at $500 per share, 
that’s $500,000 worth of stock. You have a short leg strike price of $498 and some�me during the day, the 
price of SPY drops to $496.  Your buyer can choose to exercise the short leg of your ver�cal spread any �me 
day or night, forcing you to buy 1000 shares of SPY at $498 per share resul�ng in a debit to your account of 
$498,000.  Right now, you own 1000 shares that are really only worth $496,000.  You can then sell those 
shares and have a net loss of $2000.  That assumes that you are watching the market, and the market is s�ll 
open. Are you swea�ng yet?  God help you if SPY drops more overnight!!! 
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With XSP in the same scenario, XSP setles in cash at the end of each trading day and can only be exercised 
by your buyer on expira�on day. Your account s�ll experiences a loss of $2000 but you don’t have to be 
watching your account closely, nor do you have to worry about what is going to happen to XSP overnight.   

“THE END” 

The botom line is, XSP lets us sleep at night and the tax consequences are beter than SPY. I guess I could have just 
said that to being with. ������ 

        

SO WHAT NOW: 

Appendix A talks about how to get started.  

Appendix B provides more details on the bot inputs and opera�onal stuff. If you love the weeds, this is it. 

Appendix C provides the required Federal Op�ons Disclosure Statement 

 

Legal disclaimer: 

I am not a certified financial planner. No guarantee of profit or return on investment is implied or intended. Investing 
is risky. People can and do lose money. Only invest money you can afford to lose. Seek advice from a certified 
financial planner. *  Invest wisely. 

The information provided here is strictly for educational purposes and is confidential. 

*Fair warning, most financial planners run screaming into the night when their clients bring up op�ons, mostly 
because they were not taught how to safely do this while maximizing returns for themselves and their clients. 
Remember, this was all developed based on Lee Finberg’s 30 years of experience on Wall Street as VP of inves�ng at 
2 major brokerages as well as historical data from Op�onAlpha and back tes�ng from 2006 to the present.  If you 
want to read Lee’s book, go to www.safertrader.com and purchase one for $77. 

        

 

  

http://www.safertrader.com/
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APPENDIX A:  Ge�ng Started  

OPTION 1: 
www.Op�onAlpha.com offers a free 30-day trial.  You can register for that at htps://�nyurl.com/gahoarp  A�er 
that, the standard plan runs $79/mo.  For our purposes, the standard plan works just fine. We’ll provide free access 
to the bots and any addi�onal training you need. 

OPTION 2: Get Op�onAlpha For $10/Mo 
Open a trading account on www.Tradier.com and fund the account with a minimum of $2000. The monthly cost 
here is $10.  Note that you don’t have to risk any of that money to paper trade the process. Simply by having this 
account open, you qualify for a free Pro+ membership with www.Op�onAlpha.com that provides you free access to 
the 2 bots that execute the process.   

 
APPENDIX B: Bot Inputs and Opera�onal Details 

Shown below are the Bot Inputs that control the en�re process.  To see a detailed explana�on of each category,  

simply click on the underlined links.   
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http://www.optionalpha.com/
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Bot Input 
Label 

Nominal & 
Default 
Values 

Details 

Power 
Switch 

On/Off Default value is “On”. In the “Off” position, new trading will be suspended in the scanner 
as well as any loss mitigation. All other automations will continue to operate. 
 

Friday 
Trades 

On/Off Default value is “On”. Authorizes Friday trades that expire on Monday. You’ll have 
money in the market over the weekend.  
 

Symbol XSP Mini index of SPX – Settles at expiration in cash. Taxed at 60% long term capital gains 
40% short term capital gains rates. Avoids possibility of assignment of underlying 
asset’s stock. 
 

Position 
Size 

5% to 25% 
of Net 

Liquidity 

This definition of position size opens the possibility of compounding our investments by 
way of multiple contracts in one trade as the account grows. In a $5000 account, with 
the spread size set to $2.00 (Long Put $), and a 10% position size, 2 contracts are 
selected.  This puts approx. $200 per week into the account.  
 
As the account balance grows, you can lower the % or keep it there and have additional 
contracts added to each trade. I use 10% because out of a $5000 account, I am willing 
to risk about $400 per trade. When the account reaches $6000, the system 
automatically sets the number of contracts per trade to 3 and the risk goes up to $600 
per trade. 
 
Want to be more aggressive and put more money in the account quicker? Set the Long 
Put and the Long Call size to $1 and the Position Size to 20%. This will use 10 
contracts per trade and put approx. $350 to $400/wk. in the account on a $5000 
account. 
 
As of R(17), we have gone to issuing 2 trades per day, the first at 10:00 and the second 
at 3:00. So when you pick a position size, it applies independently to each trade.  If you 
want to limit your risk to 20% per day, you would set the position size at 10%. 
 

Expiration 1 to 4 
days 

Finds the soonest viable trade allowing for Friday/Monday trades and 
Friday/Tuesday trades when needed. 
 

Price Gap 
% 

1% If the opening price gaps either plus or minus this percentage from the close the 
day before, the system suspends trading for the day. It resets each day prior to 
opening and can be overriden by selec�ng the Reset Price Gap buton on the 
dashboard. 
 

Market 
Crash 
Trigger 

2% If the current price of the underlying asset is 2% or more below the opening value on 
any given day, the system thinks the market is crashing and suspends all new trades.  
 

VIX Trigger 
Point 

30 If VIX goes above 30, the market is experiencing volatility that is too high for us to 
operate profitably.  We get a heads-up notification if the VIX goes over its annual 
average of 21. 
 

  

BACK TO TOP 
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Short Put Delta  -.10 Based on historical data since 2006, put spreads with a -.10 delta short leg are 97% 
profitable. 
 

Short Call 
Delta 

.10 This only comes into play in Put Loss Mitigation and is again optimized to maximize 
the win rate.  
 

Long Put $ 
Long Call $ 

 

$1.00 - 
$4.00 

Defines the spread size. We typically use $1.00 
   

Slippage .02 Tells the OA Smart Pricing to start at the mid-price and move down in pricing by .01 
for 2 lower prices.  (i.e. if mid-price is .13, it will try to fill at .13, .12, and 11. 
 

1st Trade Start 
Time 

9:45 Defines the trading window for the 1st trade of the day. 
 
 

1st Trade End 
Time 

11:45 Defines the trading window for the 1st trade of the day. 
 
 

1st Trade Mid 
Price Target 

.07 
 

Target mid-price premium for 1st Trade 
 
 

2nd Trade Start 
Time 

2:45 Defines the trading window for the 2nd trade of the day. 
 

2nd Trade End 
Time 

3:45 Defines the trading window for the 2nd trade of the day. 
 
 

2nd Trade Mid 
Price Target 

.04 Target mid-price premium for 2nd Trade 

Contraction 
Trigger 

35 MFI is used in conjunc�on with MACD to determine the market direc�on.  
MFI rankings of 35 or less indicate that smart money is moving out of our 
market. 

DM Short Put 
Delta 

-.05 The short put delta for situa�ons where we are convinced that our market 
is trending downward.  We are trying to give ourselves more room on the 
botom.  
 

DM 2nd Trade 
Mid Price 
Target 
 

.01 With a lower delta of -.05, we expect the premiums to be lower as well.  
This number is typically the 1st trade mid price divided by 2. 

DM 2nd Trade 
Mid Price 
Target 

.01 With a lower delta of -.05, we expect the premiums to be lower as well.  
This number is typically the 2nd trade mid price divided by 2. 
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