
The objective is to sell front month out-of-the-money calls and puts on the FTSE 100, taking maximum 
advantage of “time decay” which falls the most during the last 30 days of trading. Strike prices are 
calculated using a combination of technical analysis and mathematical reference to the VIX, which     
indicates where the market thinks the S&P could finish based upon current volatility.  Any option that 
is within 25 points of the strike will be rolled higher or lower for the same month. Risk rating = High. 
Timescale = 1 month.
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FTSE 100 Short Strangle Strategy

FTSE 100 5989

VIX 15.71

FTSE 100 Put  

Recommended Option Series May 5500 puts 

Price 13 points

Rationale:

 

This is 484 points (8.09%) below the current level and has the following support levels to break:

 5948 50 day moving average

 5947 20 day moving average

 5779 lower bollinger band

 5704 200 day moving average

FTSE 100 Call  

Recommended Option Series May 6300 calls 

Price      4 points

Rationale:

 

This is 316 points (5.28%) above the current level and has the following resistance levels to break: 

 6085 two year high

 6112 upper bollinger band

 

 

 5598 recent low



Research Disclaimer
Gibraltar Asset Management is a trading name of Gibraltar Asset Management Limited, is a member firm of the London Stock Exchange 
and is authorised and regulated by the Financial Services Commission. Research: Neither the information nor the expressed opinions in this 
document constitute or intend to be an offer, or a solicitation of an offer, to buy or sell relevant securities ( i.e. securities mentioned herein 
and options, warrants, or rights to or interests in any such securities). The information and opinions contained in this document have been 
compiled from, and based upon generally available information and independent research undertaken by ourselves which has been qualified 
and reviewed by our portfolio managers for suitability or appropriateness. However, the accuracy or completeness of the analysis cannot be 
guaranteed. Confidentiality: The information in this document and any attachments may contain proprietary information some or all of which 
may be legally privileged. It must not be disclosed to or used by persons other than the intended recipient. If received in error, please notify us 
immediately and then delete this document. Content: Please note that the content of this document may be e-mailed and may be intercepted, 
monitored or recorded for compliance purposes. Copyright: Copyright in this document and any attachments created by Gibraltar Asset 
Management Limited belongs to Gibraltar Asset Management Limited unless otherwise stated. Care: Gibraltar Asset Management Limited 
shall not be liable to the recipient or any third party for any loss or damage howsoever arising from this document and / or its content, 
including if e-mailed, loss or damage caused by virus. It is the responsibility of the recipient to ensure that the opening or use of this document 
and any attachments shall not adversely affect systems or data. Contact: Telephone +350 200 75181 Mail: gam@gam.gi  Website:www.gam.gi

Technicals:
Primary Trend:
The FTSE 100 is in bullish mode but with the ADX at 14 the index looks as if it will trade sideways in the 
short-term.
 
Support Levels:
The index has strong support at the 200 day moving average level lying at 5704, 285 points below the cur-
rent level. 

FTSE 100 Short Strangle Strategy (cont)

Chart Legend:

Technical Analysis Guide:
RSI (relative strength index) - indicates whether a security is overbought (above 70) or oversold (below 
30).  Also when the RSI moves above 50 that is considered bullish (or vice versa).

ADX (average directional index) - indicates whether a security is in a trend (above 20) or not in a trend 
(below 20). For trending markets moving averages work best when considering lines of support/resistance. 
For non-trending markets bollinger bands work best (sell at upper band, buy at lower band).

20 day moving average       

50 day moving average

200 day moving average 
bollinger bands       (an indicator that measures 2 standard deviations away from the 20 day m/a)

(signifies the long-term direction of the security - whether it is in a bull or bear market)
(signifies the medium-term direction of the security)

(signifies the short-term direction of the security. prices tend to gyrate around their 20 day m/a)
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