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O V E R V I E W  
 
ChartBender’s Real-Time IV Top 20 Report is a sophisticated screener that shows you 
the top liquid individual contracts, straddle, strangle and long calendar ideas whose 
implied volatility is at annual highs or annual lows. The report is generated hourly, 
against real-time market information, and sent to you via email. 
 
The primary purpose of this report is to provide ideas for traders and to help them focus 
their attention on those instruments that are experiencing unusual characteristics. These 
are not recommendations, but rather, ideas that, if of interest to the trader, warrant further 
analysis. 
 
When utilizing any screener or set of ideas, the trader should be able to justify conducting 
further analysis of those ideas. To that end, it is useful for the trader to have statistics he 
or she can use to draw his or her own inferences about the quality of the ideas. This 
document serves to provide such statistics for the straddle and strangle ideas that have 
appeared in the Real-time IV Top 20 Report for the month of March, 2006. 
 
The first section will provide the methodology that has been used in determining the 
statistics, as well as defining any terms used.  The second section will provide graphs and 
explanations of what it all means. 
 



M E T H O D O L O G Y   
 
On any given day, the Real-Time IV Top 20 Report produces a number of unique ideas 
for individual contracts, straddles, strangles and long calendars.  Sometimes, a particular 
idea might be generated multiple times during the day.  For the purpose of generating 
performance metrics, we use the first instance of any unique idea, regardless of whether it 
is the best price or worst price of all instances of that idea. The price of the idea on its 
first generated instance for the day is known as the idea price. 
 
For all unique ideas generated in a day, we then take the end of day price for that day, as 
well as for the next 5 market days, and compare the idea price to the end of day prices to 
determine if this idea produces a profit or loss. 
 
A. In determining if an idea has a profit, we use the following 2 rules: 

1. Any unique idea that has been designated as ‘Low IV %’ must have at least one of the 
end of day prices be higher than the idea price. 

2. Any unique idea that has been designated as ‘High IV %’ must have at least one of the 
end of day prices be lower than the idea price. 

 
B. The opposite holds true in determining those ideas which have losses: 

1. Any unique idea that has been designated as ‘Low IV %’ must have all of the end of day 
prices be equal to or lower than the idea price. 

2. Any unique idea that has been designated as ‘High IV %’ must have all of the end of day 
prices be equal to or higher than the idea price. 

 
We then take the number of ideas from A. and divide it by the total number of unique 
ideas for that strategy for the day, and generate a percentage of ideas with a profit for that 
strategy.  It is this percentage that is reported in the main performance graphs. 
 
A second set of graphs provides a breakdown of Low IV and High IV Ideas, and the 
percentage of those ideas that were profitable.  This is basically a drill down of the first 
set of graphs and allows traders to see statistics for the two different IV ranges. 
 
A third set of graphs shows the monetary performance of the unique ideas for straddles 
and strangles for a particular day. We break each strategy down into 2 graphs: The first 
shows the average profit for “profitable ideas” & average loss for “non-profitable ideas”, 
and the second shows the median profit and the median loss for each set. 
 
In order to be consistent among both profitable and non-profitable ideas, we have to take 
a ‘predefined’ profit or loss amount that can be applied to all ideas. By using the word 
‘predefined’, we do not mean a specified dollar amount, but rather, a general application.  
For the purposes of these performance statistics, we take the greatest profit for each 
profitable idea and the greatest loss for each non-profitable idea and use those values in 
determining our averages and medians. According to this method, we are consistently 
applying the same rule to all unique ideas, thus allowing us to paint a clear picture of the 
monetary performance of these ideas. 
 



 
Profitable Idea Example 
Each unique idea generated on Day 1 has six end of day price points to which the idea 
price is compared. If on day 2, a unique ideas has a profit of $.50, on day 4 it has a profit 
of $.60, and on day 5 it has a profit of $.55, then this idea would be used in the 
performance metrics in the following two ways: 

1. It would be flagged as a profitable idea. 
2. Its greatest profit of $.60 would be used in the average and median statistical 

calculations. 
 

Non-Profitable Idea Example 
Each unique idea generated on Day 1 has six end of day price points to which the idea 
price is compared. If on day 1, a unique ideas has a loss of $.10, on day 2 it has a loss of 
$.20, on day 3 it has a loss of $.15, on day 4 it has a loss of $.30, on day 5 it has a loss of 
$.05 and on day 6 it has a loss of $.10, then this idea would be used in the performance 
metrics in the following two ways: 

1. It would be flagged as a non-profitable idea. 
2. Its greatest loss of $.30 would be used in the average and median statistical 

calculations. 
 
 
In summary, we can define a profitable idea as any unique idea that has had an end of day 
profit at any time during 1 market week from its time of generation. A non-profitable idea 
can be defined as any unique idea that has NOT had an end of day profit at any time 
during 1 market week from its time of generation. 
 



P E R F O R M A N C E  S T A T I S T I C S   
 
Straddles 
 
Percentage of Ideas That Were Profitable 
 

 
This graph shows the percentage of all unique straddle ideas for the displayed dates that were profitable at 
any time during 1 week from the date of the idea. 
 



Percentage of Ideas That Were Profitable for Low & High IV Ranges 
 

 
This graph shows a breakdown of Low IV and High IV straddle ideas, and the percentage of those ideas 
that were profitable for the displayed dates at any time during 1 week from the date of the idea. 



Average Dollar Gain / Loss 
 

 
This graph shows the average dollar gain for profitable straddle ideas and average dollar loss for non-
profitable straddle ideas for the displayed dates. 



Median Dollar Gain / Loss 
 

 
This graph shows the median dollar gain for profitable straddle ideas and median dollar loss for non-
profitable straddle ideas for the displayed dates. 



Strangles 
 
Percentage of Ideas That Were Profitable 
 

 
This graph shows the percentage of all unique strangle ideas for the displayed dates that were profitable at 
any time during 1 week from the date of the idea. 
 



Percentage of Ideas That Were Profitable for Low & High IV Ranges 
 

 
This graph shows a breakdown of Low IV and High IV strangle ideas, and the percentage of those ideas 
that were profitable for the displayed dates at any time during 1 week from the date of the idea. 
 



Average Dollar Gain / Loss 
 

 
This graph shows the average dollar gain for profitable strangle ideas and average dollar loss for non-
profitable ideas for the displayed dates. 



Median Dollar Gain / Loss 
 

 
This graph shows the median dollar gain for profitable strangle ideas and median dollar loss for non-
profitable ideas for the displayed dates. 



S A M P L E  R E P O R T   
 
 
Here is a sample of the Real-Time IV Top 20 Report. 

 
 

 
 
*IV Dollar Impact is the actual (not theoretical) dollar impact to the trade that corresponds to a change in implied volatility. If the IV 
Dollar Impact is negative, the position is cheap on a relative basis. If the IV Dollar Impact is positive, the position is expensive on a 
relative basis. Please visit http://www.chartbender.com/videos/videoshowcase.aspx to learn more about IV P&L. 
 
This is not a solicitation or recommendation to buy any securities or options against any securities. Any information in this email is for 
educational purposes only and is bound by ChartBender's Privacy Policy and Terms & Conditions. 


