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Disclaimer

Information provided is for educational purposes and does not constitute financial product
advice. You should obtain independent advice from an Australian financial services licensee
before making any financial decisions. Although ASX Limited ABN 98 008 624 691 and its
related bodies corporate (“ASX”) has made every effort to ensure the accuracy of the
information as at the date of this presentation, ASX does not give any warranty or
representation as to the accuracy, reliability or completeness of the information. To the extent
permitted by law, ASX and its employees, officers and contractors shall not be liable for any loss
or damage arising in any way (including by way of negligence) from or in connection with any
information provided or omitted or from any one acting or refraining to act in reliance on this
information.

© Copyright ASX Operations Pty Limited ABN 42 004 523 782. All rights reserved. No part of this
presentation may be copied, reproduced, published, stored in a retrieval system or transmitted
in any form or by any means in whole or in part without the prior written permission of ASX.
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Technical Analysis

AS Yoy CAN SEE HERE, THERE

WeRe A FeW DOWNTIEKS,
FOUOWED BY A FEW UPTICKS,

FINISHING 0FF WITH S0mE ANTICS.

ModernAnalyst.com

Study of price and volume changes over time

Can be intimidating think:
* Data

* Charts

* Raw Numbers

* Mathematical Formulas

Ultimately TA is studying human behaviour
specifically the behaviour of crowds with
respect to fear and greed
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Types of Charts



Types of Charts — Line Chart
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Line charts are the most common
type of chart.

Line charts plot a series of points to
graph price movements

Limitations in the amount of
information represented. Only
represents one point in a time
period (most commonly the daily
closing price)
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Types of Charts — Bar Chart
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A bar chart simply takes the
information from the day's trading and
plots that information on a single 'bar

A tab on the left side of the bar
represents the OPEN price, and a tab
on the right of the bar represents the
CLOSE price. The top of the bar
represents the day's HIGHEST price and
the bottom of the bar represents the
day's LOWEST price
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Types of Charts — Candlestick Chart

Candlestick charts originated in Japan
and have been used for centuries.
They are constructed using the same
information as a bar chart (open, high,
low, and close). Instead of using a
single line however, a rectangle is
used to represent the area between
the open and the close.

= The highest price for the day.

= Open or closing price

Body is black (or red) if stock closed lower

4 Body s white (or green) f it closed higher

— Opening or closing price

AsX

= The lowest price for the day.



Trends



Trends — Uptrend ‘
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Trends — Downtrend




Support and Resistance






Moving Averages



Moving Averages

* 30 day moving average - Red
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Are an average of the closing prices for the
last 'n' days. 'N‘ equals the number of
periods. So a 30-day moving average will
therefore be an average of the closing prices
for the last 30 days, rolled forward one day
at a time.

The more days, the smoother the moving
average will be.

A common way to trade is to buy a stock if
its price breaks above its moving average
and to sell it when the price falls below the

moving average.
AsX
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Using Options to Implement Technical Views

When trading shares we are trying to

1.
2.
3.

Buy Low & Sell High
Generate Income

Minimise the Losers (Reduce Drawdown)

With Options we can
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Systematically turnover our portfolio at levels we are happy (technical indicators tell us) to buy and sell shares
Generate income by locking in purchase and sale prices

Use some of the income to protect against another GFC or major drawdown event like COVID that charts may not
predict
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Systematic portfolio turnover to generate income

Buy when Sell when Sell Puts Collect an 22',;5?\!

EIE market below income stream e
i i market dividend
deS ra”|e5 over daiviaenas market

(sind Ang) uoi10910.44 0O1j0j140d
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Calls & Puts (rights vs obligations) — Summary

Buyer of Call
option The right (but not the The (but not the
obligation) to buy : obligation) to
DA | e
SO :
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Put
The potential The potential
to obligation to buy

S | D@
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Exchange Traded Options
99 Single Stock Options | 4 ETFs | 1 Index

A2M BPT FPH MPL S32 VUK

AGL BSL GMG MQG SCG WBC
ALD BXB GOR MTS SDF WDS
ALL CAR GPT NAB SEK WES

ALU CBA HVN NEC SFR WHC
AMC CHN IAG NHC SGM WOR
AMP CoL IEL NST SGP WOow
ANN CPU IFL NXT SGR WTC
ANZ CSL 1GO ORG SHL XRO

APA CSR LU ORI SOL

ASX CTD IPL PDN STO

AWC cwy JBH PLS SUN IVV

AZ) DMP JHX QAN TAH NDQ
BEN DXS LLC QBE TCL STW
BGL EDV LOV REH TLC VGS

BHP EVN LYC RHC TLS

o BLD FLT MGR RIO TPG QASX

BOQ FMG MIN RRL TWE XJO




Sell Calls Over
Existing Stock



Selling calls over stock you own
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Reasons for selling calls against shares When to use:
currently owned: Neutral to moderately
Enhance returns from investment bullish on the shares
Pre-set sale price for shares

Provide limited downside protection

Ideal for stocks that are range bound

Can be used to enhance dividends on low yielding stocks

22 | OASX



Boost income over & above dividends

Using Options can help boost income over and above dividends

1. Agree to sell shares (only if market rallies)

2. Market pays you an income stream

3. Income received is yours to keep regardless of market movement

Beware

* Strong bull market will lead to underperformance (have to sell shares)

*  Market falls are only offset by income received

23 |
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Buy-write or Covered calls

244]

Profit | Call seller agrees to sell
s shares at an agreed upon
l price (the strike price)
.
\
A 4
Receives e,
premium e,
«mi By 3 certain date e
: FHH (the expiration date)
Loss

A call is covered if the investor

owns the underlying shares

Share price
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Implementing your view
Key steps

1. Select a share

2. Review technical indicators to determine appropriate sale price
3. Choose obligation timeframe

4. Place order with broker

5. Review position

25 |
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1. Select a share

Review stock fundamentals — same way you do for any share in your portfolio

Security Description t Le 1- o Bid Ask Volume Ol pen Low Basis PrevClose TrendChart MktVWAP MkiVal MktVol BidDS #Bid BidVol AskVol #Ask AskDS Status ¥ MkiCap
0 0 0 07 4 0 V] 0 0 0 0
0
0
0
0

0

Must be a share you are happy to own or already own in your portfolio



2. Review technical indicators - look for flat to moderately bullish expectations
XYZ — Resistance $29.50

MM wﬁ |
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3/4/5 — Price, Timeframe, Order Entry
Type Last +/- Bid ExPrc A

395 0 0 0 2550

0 o 280 2600

A 0o 0 234 2650

Shares Trading at $28.30 A 198 0 2700

0 0 145 2701

Strike Price $29.50 A 0 0 1255 158 2750

. 0 0 115 2751
Timeframe (no longer than 3 months) July 2800
2801
2850
2851
2900

2901
2950
2951

3000

How many XYZ shares do you own? -

Options = 100 shares per contract 0 0 20 3051

\ 0 0 12 165 3100
3150
3200
3250
3300

Place order within bid/offer spread (assume $0.45)
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Boosting income

Hold/Buy 1,000 XYZ shares
trading at $28.30/share
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Outlook is neutral
to moderately
bullish on XYZ

ASX



Boosting income
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Sell 10 XYZ July $29.50 Calls at
$0.45 each

/

&
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At expiry
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Profit |

$29.50

Option is assigned

Investor must sell shares at
$29.50

Seller keeps call premium
$0.45 and $1.20 share profit

Loss,

9,

n
»

XYZ at expiration

AsX



At expiry
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Profit |

$29.50

/

Loss,

XYZ at expiration
Call expires worthless

Seller keeps shares and
call premium $0.45

N
>
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At expiry
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Profit |

Loss,

XYZ at expiration

Option premium provides limited
downside protection

Losses will occur below
break-even point of $27.85

v
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Boosting income

Standstill return
1.6% or 6.4% pa

Called away return
5.8% or 23.3% pa
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Benefits
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Income from
selling call

3

Partial hedge

Risks

L
“

Caps upside

O

Downside risk
if stock falls

AsX



Sell Puts
Covered by Cash



Implementing your view
Key steps

1. Select a share

2. Review technical indicators to determine appropriate purchase price
3. Choose obligation timeframe

4. Place order with broker

5. Review position

37 |
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2. Review technical indicators - look for flat to moderately bullish expectations
XYZ — Support $27.50

MM W\M 1
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3/4/5 — Price, Timeframe, Order Entry

Shares Trading at $28.30
Strike Price $27.50
Timeframe (no longer than 3 months) July

M EMIM™I M MB M=

How much cash do you want to expose to this strategy?

Options = 100 shares per contract x Exercise Price

Place order within bid/offer spread (assume $0.95)
39 | OASX



Selling Puts
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Hold $27,500 in cash

v

0O

Outlook is neutral
to moderately
bullish on XYZ

ASX



Selling Puts
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Sell 10 XYZ July $27.50 Puts at
$0.95 each

Cash for

AsX



At expiry
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Profit Option expires worthless
Seller keeps call premium
a:} $0.95
$27.50
O >
XYZ at expiration
Loss,

ASX



At expiry
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Profit |

$27.50

/

Loss,

XYZ at expiration
Put expires worthless

Seller keeps premium
$0.95

N
>
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At expiry
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Profit |

Loss,

XYZ at expiration

Seller is assigned stock
Purchase stock @ $27.50

Losses will occur below
break-even point of $26.55

v

ASX



Selling Puts
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Return
3.5% or 13.8% pa

Benefits

‘ ’.
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g S—

Income from
selling put

3

Partial hedge

Risks

"“I
Don’t participate in stock profit
unless assigned

O

Downside risk
if stock falls

AsX



ASX Website



ASX Webinar & Online Course Libraries

ASX has a broad range of education resources
* Online Courses

e Past Webinar Recordings

* Trading Games

e Charting Tools

e (Calculators

www.asx.com.au/options
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ASX/Tradefloor Options Trading Game

PRATICE OPTION TRADING FOR FREE - in a simulated market, with real time prices and market
conditions.

TRY OUT NEW STRATEGIES — with tools to help trading (charting, stock screener, options
cookbook)

Game is now running until May 31

optionsgame.com.au
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Thank you
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