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CommSec Options Report: 5 Nov 2015 

Banks stuck in a trading range for the foreseeable future? 

Big four banks report solid results, but marked down 

Concern over future growth options, coupled with continuing regulatory/capital headwinds 

Use Condor Strategy as a way to earn premium yet be protected. 

 

The past weeks have seen three of the Big four banks report solid results, yet get marked down as 

investors’ fears arose regarding future growth options, coupled with continuing regulatory/capital 

headwinds. This has resulted in the likes of ANZ and NAB in particular retreating toward their recent lows. 

At those levels, these two names exhibit very attractive yields (~6.5%) before franking, and with the RBA 

decision to remain on hold, yet adding an easing bias to their commentary should make the Dividend 

income stream they provide look compelling in comparison to official cash rates. 

This now produces a scenario in our opinion where the Banks are facing increasing headwinds (growth 

options/capital constraints from regulatory bodies) as mentioned, versus looking attractive on an 

income/yield basis. Hence it would be a fair assumption to presume that the banks may well be range-

bound for a period of time and as such make selling ETOs for additional income a solid proposition. 

In a previous note we showed an example where an investor could sell a strangle (out of the money put 

and call) around a core holding to create a strategy called a Combination Buy Write.  As we mentioned this 

strategy contained considerable downside as a fall in the share price below the Put strike would have 

meant additional exposure to a continuing fall in the shares. 

As such we want to show an example of a strategy that carries less risk/is protected at the wings but also 

takes advantage of selling ETO’s when a stock is range bound/the investors view is neutral. The strategy is 

called a Condor and there are many differing ways to construct this strategy. The example we chose to use 

is to sell a put spread and sell a call spread to earn premium but be protected/have limited loss should a 

large move that is not anticipated occur. Further this strategy should appeal to the pure ETO trader who 

does not hold a stock position, but wishes to earn premium/income if their view is that the stock they are 

trading is range bound. 

We use ANZ Cum Dividend (95c) as our example below, the value of the ETO Spreads are theoretically 

calculated using IRESS ETO calculator so prices could clearly vary from our valuation and please also note 

that our example does not include any brokerage/exchange costs.  

 

 

 

 



 

This content has been prepared without taking account of the objectives, needs, financial and taxation situation of any particular 

individual.  For this reason any individual should, before acting on the information, consider the appropriateness of it having regard to 

their own objectives, needs, financial and taxation situation and if necessary, seek appropriate independent financial and taxation 

advice.  Any securities or prices used in the examples given are for illustrative purposes only and should not be considered as a 

recommendation to buy, sell or hold.   Past performance is not indicative of future performance. 

 Trading exchange-traded options (Options) can involve considerable risks.  For that reason, you should only trade Options if you 

understand the nature of the product (especially your rights and obligations) and the extent of the risks to which you are exposed.  Before 

trading, carefully consider the PDS and the relevant booklets regarding Options from the Australian Securities Exchange (ASX).  You should 

also carefully assess your experience, investment objectives, financial resources and other relevant issues. 

 A Product Disclosure Statement (PDS) covering exchange-traded options that are traded on the ASX is available from CommSec by visiting 

www.commsec.com.au or by telephone on 1800-245-698 (8.00am-5.00pm AEST). 

 Commonwealth Securities Limited ABN 60 067 254 399 AFSL 238814 (CommSec) is a wholly owned but non-guaranteed subsidiary of the 

Commonwealth Bank of Australia ABN 48 123 123 124 AFSL 234945 and a Participant of the ASX Group and Chi-X Australia.  
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Inputs are:  

Stock Price: $27.00 

Call Spread: Sell January 2700call buy 2850call receiving net 36c  

Put Spread: Sell January 2600put buy January 2450 receiving 55c 

Total premium earned 91c 

Max Loss occurs at $24.50 or less and $28.50 or greater and is $0.59c.  

Max profit is $0.91 which occurs between $26.00 and $27.00  

 

SOURCE: IRESS 

 

Upcoming expiry dates 

Individual Equity Derivatives:  26/11/15    Index Options:  19/11/15 


