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Option Strategies to Profit from Earnings Announcements Brian Johnson
Exploiting Earnings Volatility introduces an innovative new framework for evaluating, optimizing, and
trading option strategies to profit from earnings-related pricing anomalies. Leveraging his extensive
background in option-pricing and decades of experience in investment management and trading, Brian
Johnson developed this inventive approach specifically to design and manage option earnings strategies. In
an Active Trader article titled “Modeling Implied Volatility,” Mr. Johnson introduced a formula for
aggregating discrete volatility measures into a single metric that can be used with conventional option
pricing formulas to accurately model implied volatility before and after earnings announcements. The
practical application of this formula has profound implications for option trading and strategy development.
Exploiting Earnings Volatility is written in a clear, understandable fashion and explains how to use this novel
approach to 1) solve for the expected level of earnings volatility implicitly priced in an option matrix, 2)
calculate historical levels of realized and implied earnings volatility, 3) develop strategies to exploit
divergences between the two, and 4) calculate expected future levels of implied volatility before and after
earnings announcements. Furthermore, Exploiting Earnings Volatility also includes two Excel spreadsheets.
The Basic spreadsheet employs minimal input data to estimate current and historical earnings volatility and
utilizes those estimates to forecast future levels of implied volatility around earnings announcements. The
Integrated spreadsheet includes a comprehensive volatility model that simultaneously integrates and
quantifies every component of real-world implied volatility, including earnings volatility. This powerful tool
allows the user to identify the precise level of over or undervaluation of every option in the matrix and to
accurately forecast future option prices and option strategy profits and losses before and after earnings
announcements. The Integrated spreadsheet even includes an optimization tool designed to identify the
option strategy with the highest level of return per unit of risk. Written specifically for investors who have
familiarity with options, this practical guide begins with a detailed review of volatility and an explanation of
the aggregate implied volatility formula. A separate chapter provides a conceptual and mathematical
explanation of “True Greeks,” accurate measures of risk and return sensitivity that reflect the real-world
behavior of options. New option Greeks that are specific to earnings announcements are also introduced.
Four chapters explain how to use the Basic and Integrated spreadsheets and two chapters document trade
examples that use actual market data and analytical results from both spreadsheets to design a unique option
strategy to exploit earnings-related pricing and volatility anomalies. The final chapter examines practical
considerations and prospective applications of these innovative new tools. This book introduces a new
analytical framework that may sound complicated at first, but is really quite intuitive. The formulas
presented in the book are limited to basic high-school algebra. Mathematical relationships are also explained
intuitively and depicted graphically. Most important, you will not need to perform any of these calculations
manually. Exploiting Earnings Volatility includes a link to Excel spreadsheets that perform all of the
calculations described in the book. The unique price and volatility behavior of options before and after
discrete earnings announcements is an enigma to most option traders, even to many professionals. The
aggregate volatility formula is relatively simple, but it has profound implications. When integrated with a
real-world volatility model, it offers unique insights into earnings volatility, price behavior, option strategy
construction, and prospective value-added opportunities.
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From reader reviews:

Shirley Frazier:

This Exploiting Earnings Volatility: An Innovative New Approach to Evaluating, Optimizing, and Trading
Option Strategies to Profit from Earnings Announcements are usually reliable for you who want to be
described as a successful person, why. The main reason of this Exploiting Earnings Volatility: An Innovative
New Approach to Evaluating, Optimizing, and Trading Option Strategies to Profit from Earnings
Announcements can be one of several great books you must have is definitely giving you more than just
simple looking at food but feed a person with information that probably will shock your preceding
knowledge. This book is handy, you can bring it everywhere and whenever your conditions throughout the e-
book and printed types. Beside that this Exploiting Earnings Volatility: An Innovative New Approach to
Evaluating, Optimizing, and Trading Option Strategies to Profit from Earnings Announcements giving you
an enormous of experience for instance rich vocabulary, giving you tryout of critical thinking that we realize
it useful in your day task. So , let's have it and revel in reading.

George Hale:

Can you one of the book lovers? If yes, do you ever feeling doubt if you find yourself in the book store? Aim
to pick one book that you just dont know the inside because don't ascertain book by its handle may doesn't
work is difficult job because you are frightened that the inside maybe not since fantastic as in the outside
appearance likes. Maybe you answer may be Exploiting Earnings Volatility: An Innovative New Approach
to Evaluating, Optimizing, and Trading Option Strategies to Profit from Earnings Announcements why
because the wonderful cover that make you consider in regards to the content will not disappoint an
individual. The inside or content will be fantastic as the outside or maybe cover. Your reading sixth sense
will directly guide you to pick up this book.

John Dussault:

A lot of guide has printed but it differs. You can get it by web on social media. You can choose the most
beneficial book for you, science, comedy, novel, or whatever by means of searching from it. It is known as
of book Exploiting Earnings Volatility: An Innovative New Approach to Evaluating, Optimizing, and
Trading Option Strategies to Profit from Earnings Announcements. You can contribute your knowledge by
it. Without leaving the printed book, it might add your knowledge and make you actually happier to read. It
is most essential that, you must aware about reserve. It can bring you from one destination for a other place.

Robert Bowser:

Many people said that they feel bored stiff when they reading a book. They are directly felt the item when
they get a half areas of the book. You can choose typically the book Exploiting Earnings Volatility: An
Innovative New Approach to Evaluating, Optimizing, and Trading Option Strategies to Profit from Earnings



Announcements to make your own personal reading is interesting. Your current skill of reading proficiency
is developing when you just like reading. Try to choose simple book to make you enjoy to see it and mingle
the feeling about book and reading especially. It is to be first opinion for you to like to available a book and
examine it. Beside that the publication Exploiting Earnings Volatility: An Innovative New Approach to
Evaluating, Optimizing, and Trading Option Strategies to Profit from Earnings Announcements can to be
your brand new friend when you're sense alone and confuse in doing what must you're doing of that time.
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