	1. Is the customer long or short

	2. What is the Risk?

	3. What is the breakeven price?

	4. Give the settlement price

	5. Do you exercise, what is the value to exercise

	6. What’s the P/L?




An End User pays 0.50 cents for 100 contracts on a $3.50 Call Option in the month of January to protect against a sharp increase in gas prices. 

1. Long Position
2. $500,000 in premium risk
3. $4.00
4. Jan Settles at $3.75 
5. End User Exercises the option for $250,000
6. End User Loses $250,000 on the trade

A Producer pays 0.35 cents for 50 contracts on a $2.50 Put Option in the month of Feb. to protect against a sharp decrease in gas prices. 

1.	Short Position
2.	$175,000 in premium risk
3.	$2.15
4. Feb. Settles at $ 1.965
5. Producer Exercises the option and collects $ 267,500
6. Producer makes $92,500 on the trade


A trader collects $150,000 for 250 contracts of a $4.00 March call option. 

1. Short Position
2. Unlimited upside price risk
3. 4.06
4. Mar Settles at 2.78
5. The option is not exercised, $0.00 value
6. Trader makes $150,000

A trader collects $75,000 for 50,000 MMBTU’s per day of a $2.15 Apr. Put option. 

1. Long Position
2. Downside Price Risk to $0.00
3. $2.10
4. Apr. Settles at 2.113
5. The option is exercised trader pays $55,500
6. The trader makes $ 19,500
