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Options involve risk and are not suitable for all investors. For information on the uses and risks of 
options, you can obtain a copy of the Options Clearing Corporation risk disclosure document titled 
Characteristics and Risks of Standardized Options by calling (312) 542-6901. Multiple leg strategies, 
including spreads, will incur multiple transaction costs.

Futures are not suitable for all investors. The amount you may lose may be greater than your initial 
investment. Before trading futures, please read the CFTC Risk Disclosure. For a copy visit 
interactivebrokers.com. 

There is a substantial risk of loss in foreign exchange trading. The settlement date of foreign exchange 
trades can vary due to time zone differences and bank holidays. When trading across foreign exchange 
markets, this may necessitate borrowing funds to settle foreign exchange trades. The interest rate on 
borrowed funds must be considered when computing the cost of trades across multiple markets.

The Order types available through Interactive Brokers LLC’s Trader Workstation are designed to help you 
limit your loss and/or lock in a profit. Market conditions and other factors may affect execution.  In 
general, orders guarantee a fill or guarantee a price, but not both. In extreme market conditions, an order 
may either be executed at a different price than anticipated or may not be filled in the marketplace.

There is a substantial risk of loss in trading futures and options. Past performance is not indicative of 
future results. 

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to 
portray recommendations.

•IRS Circular 230 Notice: These statements are provided for information purposes only, are not 
intended to constitute tax advice which may be relied upon to avoid penalties under any federal, 
state, local or other tax statutes or regulations, and do not resolve any tax issues in your favor.

•Interactive Brokers LLC is a member of NYSE FINRA SIPC
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DISCLAIMER

Index
Nasdaq® is a registered trademark of Nasdaq, Inc. The information contained above is provided for informational and educational purposes only, 
and nothing contained herein should be construed as investment advice, either on behalf of a particular security or an overall investment 
strategy. Neither Nasdaq, Inc. nor any of its affiliates makes any recommendation to buy or sell any security or any representation about the 
financial condition of any company. Statements regarding Nasdaq-listed companies or Nasdaq proprietary indexes are not guarantees of future 
performance. Actual results may differ materially from those expressed or implied. Past performance is not indicative of future results. Investors 
should undertake their own due diligence and carefully evaluate companies before investing. ADVICE FROM A SECURITIES PROFESSIONAL IS 
STRONGLY ADVISED. 

© 2022. Nasdaq, Inc. All Rights Reserved.

Options
For the sake of simplicity, the examples included do not take into consideration commissions and other transaction fees, tax considerations, or 
margin requirements, which are factors that may significantly affect the economic consequences of a given strategy. An investor should review 
transaction costs, margin requirements and tax considerations with a broker and tax advisor before entering into any options strategy. 

Options involve risk and are not suitable for everyone. Prior to buying or selling an option, a person must receive a copy of Characteristics and 
Risks of Standardized Options. Copies may be obtained from your broker, one of the exchanges or The Options Clearing Corporation, One North 
Wacker Drive, Suite 500, Chicago, IL 60606 or call 1-888-OPTIONS or visit www.888options.com. 

Any strategies discussed, including examples using actual securities and price data, are strictly for illustrative and education purposes and are not 
to be construed as an endorsement, recommendation or solicitation to buy or sell securities.
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Overview

Gamma: The Least Understood Greek

Option Greeks: Measurement tools to estimate how 
changes in model inputs effect option values. 

• Delta (sensitivity to changes in underlying) is not constant.
• Gamma quantifies the rate of change in delta.
• Speed (delta) v. Acceleration (gamma).

• Short-dated at-the-money (ATM) options have the most 
gamma.
• At expiration, options have either 100 delta in-the-money 

(ITM) or 0 delta out-of-the-money (OTM).

• Dealers (liquidity providers) offset delta risks to isolate for 
other risks which can impact spot market flows.
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Introduction

Nasdaq Spotlights SpotGamma
What is SpotGamma?

• Content/Data/Software provider
• Editorial content in WSJ, 

Bloomberg, Reuters, 
MarketWatch, and Nasdaq in the 
past month. 

• Fundamental analysis
• Technical analysis
• POSITIONAL ANALYSIS

• Personal Testimonial
• Use data when considering 

monthly H/L ranges, 
support/resistance, 
breakout/breakdown levels. 
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How Options Flow 
Impacts Equities

September 2022
Brent Kochuba, Founder
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GENERAL DISCLOSURE
All TenTen Capital LLC DBA SpotGamma materials, information, and presentations are for educational purposes only and should not be considered 
specific investment advice nor recommendations.

RISK DISCLOSURE
Trading Futures, Equities, and Digital Currencies involves substantial risk of loss and is not suitable for all investors. Past performance is not 
necessarily indicative of future results.

HYPOTHETICAL PERFORMANCE DISCLOSURE
HYPOTHETICAL PERFORMANCE RESULTS HAVE MANY INHERENT LIMITATIONS, SOME OF WHICH ARE DESCRIBED BELOW. NO REPRESENTATION IS 
BEING MADE THAT ANY ACCOUNT WILL OR IS LIKELY TO ACHIEVE PROFITS OR LOSSES SIMILAR TO THOSE SHOWN. IN FACT, THERE ARE 
FREQUENTLY SHARP DIFFERENCES BETWEEN HYPOTHETICAL PERFORMANCE RESULTS AND THE ACTUAL RESULTS SUBSEQUENTLY ACHIEVED BY 
ANY PARTICULAR TRADING PROGRAM. ONE OF THE LIMITATIONS OF HYPOTHETICAL PERFORMANCE RESULTS IS THAT THEY ARE GENERALLY 
PREPARED WITH THE BENEFIT OF HINDSIGHT. IN ADDITION, HYPOTHETICAL TRADING DOES NOT INVOLVE FINANCIAL RISK, AND NO 
HYPOTHETICAL TRADING RECORD CAN COMPLETELY ACCOUNT FOR THE IMPACT OF FINANCIAL RISK IN ACTUAL TRADING. FOR EXAMPLE, THE 
ABILITY TO WITHSTAND LOSSES OR ADHERE TO A 15 PARTICULAR TRADING PROGRAM IN SPITE OF TRADING LOSSES ARE MATERIAL POINTS WHICH
CAN ALSO ADVERSELY AFFECT ACTUAL TRADING RESULTS. THERE ARE NUMEROUS OTHER FACTORS RELATED TO THE MARKETS IN GENERAL OR TO 
THE IMPLEMENTATION OF ANY SPECIFIC TRADING PROGRAM WHICH CANNOT BE FULLY ACCOUNTED FOR IN THE PREPARATION OF HYPOTHETICAL 
PERFORMANCE RESULTS AND ALL OF WHICH CAN ADVERSELY AFFECT ACTUAL TRADING RESULTS.

Risk Disclosures
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About SpotGamma

Founder: Brent Kochuba
Web: spotgamma.com
YouTube: youtube.com/c/spotgamma
Twitter: @spotgamma
Questions: info@spotgamma
Education: academy.spotgamma.com
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“If you’re betting on sports, the amount 
of people on one side of the bet or 
another can influence the odds, not the 
outcome… In the case of options, it can 
actually change the outcome.”(1)

Steve Sosnick, Chief Strategist at Interactive Brokers

(1) Philips, Matt. How Options Trading Could Be Fueling a Stock Market Bubble,  Wall Street Journal, Jan 25, 2021.
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Factors That Determine an Option’s Price

Option Price

Stock Price

Volatility

Time

Option Price  → Hedge Ratio  =  Delta
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Quick Primer on How Hedging Works  

One way to define options “Delta” is as the share hedge ratio of an option contract.

Delta equates the number of underlying shares required to hedge the risks of underlying price 
movement for an options position.

Example Stock: COIN (Coinbase Global, Inc.)
Option Contract: $80 Call Option Expiring on Oct 20th, 2022
Delta Ratio: .50
Hedging Requirement: 50 shares (.50 x 1 option (x100 multiplier))
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Trader Initiates Dealer Position Dealer Hedge Gamma Hedge

Buys Call Short Call Buys Stock Trade With Market

Sells Call Long Call Sells Stock Trade Against Market

Buys Put Short Put Sells Stock Trade With Market

Sells Put Buys Put Buys Stock Trade Against Market

As options trade, dealers & Market Makers have to hedge this DYNAMIC risk exposure

How Hedging Influences Prices
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Large Orders 

$100k+ in premium
Typically funds

Small Orders 

<$100k in premium
Could be funds or retail

2 CATEGORIES OF OPTIONS TRADES

$ $

How Options Orders are Traded
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Large Orders ($100k+ in premium): 
Typically funds or private wealth (AKA “Buy Side”) 

Buy Side Trader Sell Side Trader 
(Bank or other broker)

“I want to buy 10,000 
March COIN calls”

“OK, I will sell you those at $10”

Broker now short 10,000 COIN calls

How LARGE Options Orders are Traded
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Short 10k Calls

Hedge Funds

“Layoff” Traders

Market Makers

Floor Brokers

Algo to Access Exchanges 

(Optional) Step 2: 
Shop the order

Keep on book

Step 1:
Hedge the position and print* the options trade

Q:        What’s my Delta?

A: 50 Delta on 10,000 COIN calls means…
50 Delta = 500,000 COIN shares to buy 

*Print: Call floor broker which notifies exchanges of the trade

Requires continued hedging SpotGamma Pro

How LARGE Options Orders are Traded
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$20 million estimated 
hedge impact

Large stock swing just 
before options trade

Hedge once & done

Large Order Hedge Impact
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ETRADE, IB (etc.)

US Options Exchanges

Market Makers

“Liquidity Seekers” 
AKA anyone else posting 

a bid / offer

“I want to buy 10 March COIN calls” “Oh, I just sold 10 COIN calls”

Small Orders: <$100k in premium
Could be funds or retail 

How SMALL Options Orders are Traded
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Market Makers

Short 10 calls

“The single options trade already happened.”

To hedge: 
10 calls x 50 Delta 
= 500 shares of COIN to buy

How SMALL Options Orders are Traded

Small Orders: <$100k in premium
Could be funds or retail 
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US Options Exchanges

ETRADE, IB (etc.)

“I want to buy 10 
March COIN calls”

Market Makers

“Uh oh, I just sold 100k COIN calls”

ETRADE, IB (etc.)

“I want to buy 10 
March COIN calls” ETRADE, IB (etc.)

“I want to buy 10 
March COIN calls”

ETRADE, IB (etc.)

“I want to buy 10 
March COIN calls”

ETRADE, IB (etc.)

“I want to buy 10 
March COIN calls”

ETRADE, IB (etc.)

“I want to buy 10 
March COIN calls”

Drips Lead to a Flood
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Market Makers

Short 100k calls

“ALL of these options trades already happened!”

To hedge: 
100,000 calls x 50 Delta 
= 5,000,000 shares of COIN to buy

Key: buying takes place after trades have fired off!

How SMALL Options Orders are Traded

Small Orders: <$100k in premium
Could be funds or retail 
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~$7 million persistent
hedge pressure

HIRO options flow turned 
negative…so did stock

Continuous flow = 
continuous hedging

A Sea of Small Trades
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HIRO is designed to address: 

What is happening right now to help to reveal when and where options 
activity may be moving stock prices

HIRO is a Delta-based signal that reveals the prospective dealer 
hedging impact of options that are trading in real time

SpotGamma HIRO Indicator  
Lifting the Veil on Real-Time Hedging
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Nasdaq Market Replay Overview
Nasdaq Market Replay is a cloud-based replay and analysis tool, allowing users to view the 
consolidated order book and trade data for Nasdaq-, NYSE- and other regional exchange-listed 
securities at any point in time. As a cloud application, Market Replay allows for faster query 
speeds and less administrative burden.
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HIRO & 
Deltas in Action



Nasdaq - Internal Use: Distribution limited to Nasdaq personnel and authorized third parties subject to confidentiality obligations
This presentation is intended for general information and entertainment purposes only.  No mention of company names, trading strategies or illustrative 

examples constitute investment advice.  SpotGamma advises you to seek investment advice from a licensed professional.

(1)Coinbase (COIN) on 9/14

HIRO Indicator
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(1)Coinbase (COIN) on 9/14

HIRO Indicator
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(1)COIN Call Sweeping from 13:22 - 13:25
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(1)Coinbase (COIN) on 9/14

Market Replay
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(1)Coinbase (COIN) on 9/14

HIRO Indicator
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(2)Put Sellers Spark QQQ Rally on 9/14

HIRO Indicator
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Trader Initiates Dealer Position Dealer Hedge Gamma Hedge

Buys Call Short Call Buys Stock Trade With Market

Sells Call Long Call Sells Stock Trade Against Market

Buys Put Short Put Sells Stock Trade With Market

Sells Put Buys Put Buys Stock Trade Against Market

As options trade, dealers & Market Makers have to hedge this DYNAMIC risk exposure

(2)QQQ Rally on 9/14 Applies Hedging Strategy
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(2)Put Sellers Spark QQQ Rally on 9/14

HIRO Indicator
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Absolute value of options traded 

(2)Traders Cover Short Dated Puts on 9/14
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Founder: Brent Kochuba
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Questions: info@spotgamma
Education: academy.spotgamma.com


