
Member NYSE, FINRA, NFA & SIPC 

 

M e p t r a d e r s . Co m  

5 Hanover Square  Floor 21  New York  NY  (212) 500-6650 
*Please see important disclaimer on page 3. 

Options Strategy 
Bluffing in the Options Market: When a Call is Really a Put 

The profit or loss for an option position 
at expiration is a linear function of the 
exercise price, the premium paid and the 
price of the underlying security.  
 
A long call position, granting the owner 
the right to buy the stock at the exercise 
price thru expiration, gains value as the 
security price rises above the exercise 
price and has a maximum loss of the pre-
mium paid. 
 
Consequently, in the absence of any   
related position, a long call is a bullish 
strategy. 

Conversely, a long put position grant-
ing the owner the right to sell the secu-
rity at the exercise price prior to expira-
tion. gains in value as the underlying 
security declines in value.  
 
Like the call position, the maximum 
loss is limited to the premium paid for 
the puts. 
 
In contrast to a long call however, in 
the absence of any related position, a 
long put is a bearish strategy. 
 
 

So it would seem that the purchase of calls represents a bullish outlook and the purchase of puts 
indicative of a bearish opinion. To quote Ira Gershwin though “It Ain’t Necessarily So.” 

 
The catch is “in the absence of any related position”, because …... 
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…….when a short stock position, which loses value as the price of the underly-
ing security rises, is added to the long call position it creates a synthetic put.  
 
The synthetic put performs exactly like a long put — it profits from a decline in 
the stock while the loss is still limited to the premium paid for the call. 
 
In summary, a position that would appear to be bullish is in fact bearish. 
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Title Disclaimer: Although the information and statistical data provided herein have been obtained from sources 
which we believe to be reliable, the accuracy and completeness of this report cannot be guaranteed.  In addition, 
due to the volatility of the market, the conditions on which the report is based and the opinions expressed in the 
report, if any, are subject to change at any time and may not be reflected in the report.   
 
 
The Firm does not make recommendations. This report is for informational purposes only and should not be 
construed as a solicitation to purchase or sell securities of any kind.   
 
The securities described herein may not be appropriate or suitable for all investors.  Options’ trading is not suit-
able for all investors and involves a number of inherent risks including risk of loss.  The Options Clearing Corp. 
("OCC") Option Disclosure Document should be carefully read before investing.  A copy may be obtained from 
Meridian Equity Partners, Inc. at: 5 Hanover Square, 21st Floor , New York, N.Y. 10004, by calling 212-500-
6650, or from the OCC web site: http://www.optionsclearing.com/publications/risks/riskchap1.jsp 

http://www.optionsclearing.com/publications/risks/riskchap1.jsp�
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