
S&P	
  500	
  Comparables:	
  SPX,	
  SPY,	
  and	
  /ES	
  

Today	
  we	
  are	
  going	
  to	
  examine	
  three	
  
different	
  ways	
  of	
  trading	
  the	
  S&P	
  500:	
  cash	
  
SPX,	
  the	
  ETF	
  SPY,	
  and	
  the	
  futures	
  /ES.	
  	
  	
  
	
  
Each	
  have	
  their	
  own	
  advantages	
  and	
  
disadvantages	
  –	
  we	
  will	
  discuss	
  all	
  three.	
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xxxxx	
  	
  

S&P 500 ETF (SPY) 
S&P 500 futures (/ES) 
S&P 500 cash (SPX) 
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xxxxx	
  	
  

S&P	
  500	
  	
  
product	
  

Current	
  	
  
quote	
  

Smallest	
  	
  
increment	
   NoNonal	
  value	
  

Cash	
  (SPX)	
   2120.61	
   0.01	
  =	
  $1	
   2120.61	
  x	
  $100	
  =	
  $212,061	
  

100	
  shares	
  	
  
of	
  ETF	
  (SPY)	
   212.40	
   0.01	
  =	
  $1	
   212.40	
  x	
  $100	
  =	
  $21,240	
  

Futures	
  (/ES)	
   2118.50	
   0.25	
  =	
  $12.50	
   2118.50	
  x	
  $50	
  =	
  $105,925	
  

Using	
  the	
  above	
  no?onal	
  numbers:	
  
1	
  SPX	
  =	
  1000	
  shares	
  of	
  SPY	
  =	
  2	
  /ES	
  contracts	
  
500	
  shares	
  of	
  SPY	
  =	
  1	
  /ES	
  contract	
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xxxxx	
  	
  

S&P	
  500	
  product	
   ATM	
  straddle	
  	
  
max	
  profit	
  

ATM	
  straddle	
  buying	
  	
  
power	
  reducNon	
  

Profit	
  as	
  percentage	
  of	
  	
  
buying	
  power	
  reducNon	
  

Cash	
  (SPX)	
   $7,470	
   ($42,224)	
   $7,470/$42,224	
  =	
  17.7%	
  

100	
  shares-­‐ETF	
  (SPY)	
   $768	
   ($4,243)	
   $768/$4,243	
  =	
  18.1%	
  

Futures	
  (/ES)	
   $3,725	
   ($3,739)	
   $3,725/$3,739	
  =	
  99.6%	
  
As	
  expected,	
  the	
  max	
  profits	
  for	
  the	
  straddles	
  for	
  the	
  different	
  products	
  
are	
  equivalent	
  to	
  their	
  noNonal	
  sizes	
  (e.g.	
  SPX	
  noNonal	
  size	
  is	
  10	
  Nmes	
  the	
  
size	
  of	
  SPY	
  and	
  twice	
  the	
  size	
  of	
  /ES	
  and	
  so	
  are	
  the	
  potenNal	
  max	
  profits).	
  	
  
Looking	
  at	
  the	
  return	
  on	
  capital,	
  the	
  futures	
  (/ES)	
  has	
  the	
  best	
  potenNal	
  
return	
  for	
  money	
  used.	
  

* July expiration with 46 DTE 4	
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Investors	
  should	
  consult	
  with	
  their	
  tax	
  advisors.	
  Tax	
  laws	
  and	
  
regulaNons	
  change	
  from	
  Nme	
  to	
  Nme	
  and	
  may	
  be	
  subject	
  to	
  varying	
  
interpretaNons.	
  

 

	
  

SPX	
  
 Large	
  size	
  is	
  ideal	
  
for	
  larger	
  
accounts	
  (less	
  
commissions	
  for	
  
equivalent	
  size)	
  
 Possible	
  tax	
  
advantages*	
  

SPY	
  
 Smaller	
  size	
  is	
  
ideal	
  for	
  smaller	
  
accounts	
  
 Ability	
  to	
  scale	
  in	
  
and	
  out	
  of	
  
posiNons	
  
 Normal	
  Friday	
  	
  	
  	
  	
  	
  	
  
expiraNon	
  

/ES	
  
 Large	
  potenNal	
  
return	
  on	
  capital	
  
invested	
  
 Possible	
  tax	
  
advantage*	
  
 Longer	
  trading	
  
hours	
  (overnight)	
  

Advantages of each: 
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*	
  Investors	
  should	
  consult	
  with	
  their	
  tax	
  advisors.	
  	
  Tax	
  laws	
  and	
  
regulaNons	
  change	
  from	
  Nme	
  to	
  Nme	
  and	
  may	
  be	
  subject	
  to	
  varying	
  
interpretaNons. 

 

	
  

SPX	
  
 Size	
  may	
  be	
  a	
  
disadvantage	
  for	
  
smaller	
  accounts	
  
 No	
  ability	
  to	
  
trade	
  opNons	
  
overnight	
  

SPY	
  
 Small	
  size	
  may	
  
mean	
  mulNple	
  
commissions	
  for	
  
larger	
  accounts	
  
 No	
  ability	
  to	
  
trade	
  opNons	
  
overnight	
  

/ES 
 The small 
buying power 
reduction may 
be misleading 
since it may 
increase 
significantly 

Disadvantages of each: 
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Takeaways:	
  
 We	
  generally	
  lean	
  toward	
  the	
  ETF	
  (SPY)	
  for	
  efficiency	
  
(Nght	
  spreads),	
  flexibility	
  and	
  more	
  volume	
  across	
  all	
  
strikes	
  
  SPX	
  and	
  /ES	
  may	
  have	
  tax	
  advantages*	
  
  SPX	
  has	
  European	
  exercise	
  (no	
  early	
  exercise,	
  except	
  
in	
  OEX)	
  
  Keep	
  in	
  mind,	
  SPX	
  is	
  AM	
  seiled	
  on	
  Thursday	
  

*	
  Investors	
  should	
  consult	
  with	
  their	
  tax	
  advisors.	
  	
  Tax	
  laws	
  and	
  regulaNons	
  change	
  from	
  Nme	
  to	
  
Nme	
  and	
  may	
  be	
  subject	
  to	
  varying	
  interpretaNons.	
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DISCLAIMER:	
  The	
  purpose	
  of	
  this	
  material	
  is	
  to	
  demonstrate	
  	
  market	
  trading	
  techniques	
  and	
  strategies	
  designed	
  to	
  give	
  you	
  the	
  skills	
  and	
  confidence	
  	
  
to	
  manage	
  your	
  own	
  investments.	
  	
  
	
  
The	
  risk	
  of	
  loss	
  in	
  trading	
  securiNes,	
  opNons,	
  futures	
  and	
  forex	
  can	
  be	
  substanNal.	
  You	
  must	
  consider	
  all	
  relevant	
  risk	
  factors,	
  including	
  your	
  own	
  	
  
personal	
  financial	
  situaNon,	
  before	
  trading.	
  OpNons	
  involve	
  risk	
  and	
  are	
  not	
  suitable	
  for	
  all	
  investors.	
  	
  
	
  
You	
  are	
  assuming	
  the	
  enNre	
  risk	
  of	
  any	
  and	
  all	
  trades	
  placed	
  in	
  the	
  stock	
  market.	
  Due	
  to	
  the	
  Nme-­‐	
  criNcal	
  nature	
  of	
  trading,	
  the	
  varying	
  fees	
  charged	
  by	
  
brokerages,	
  and	
  the	
  acNvity	
  of	
  other	
  market	
  parNcipants,	
  we	
  cannot	
  guarantee	
  that	
  similar	
  trades	
  you	
  place	
  will	
  mirror	
  the	
  exact	
  performance	
  of	
  our	
  porkolio.	
  	
  
	
  
dough,	
  Inc.	
  is	
  the	
  copyright	
  and	
  trademark	
  holder	
  of	
  all	
  tastytrade	
  branded	
  properNes.	
  dough	
  is	
  not	
  a	
  licensed	
  financial	
  advisor,	
  registered	
  investment	
  advisor,	
  
registered	
  broker-­‐dealer	
  or	
  FINRA|SIPC|NFA-­‐member	
  firm.	
  dough	
  does	
  not	
  provide	
  investment	
  or	
  financial	
  advice	
  or	
  make	
  investment	
  recommendaNons.	
  
dough	
  is	
  not	
  in	
  the	
  business	
  of	
  transacNng	
  trades,	
  nor	
  does	
  dough	
  agree	
  to	
  direct	
  your	
  commodity	
  accounts	
  or	
  give	
  trading	
  advice	
  	
  
tailored	
  to	
  your	
  parNcular	
  situaNon.	
  Nothing	
  contained	
  in	
  our	
  porkolio	
  demonstraNon	
  consNtutes	
  a	
  solicitaNon,	
  recommendaNon,	
  promoNon,	
  or	
  endorsement	
  
of	
  any	
  parNcular	
  security,	
  other	
  investment	
  product,	
  transacNon	
  or	
  investment.	
  	
  
	
  
BY	
  USING	
  THE	
  TASTYTRADE	
  WEB	
  SITE	
  AND	
  ACCESSING	
  THE	
  TASTYTRADE	
  MATERIALS,	
  YOU	
  AGREE,	
  AT	
  ALL	
  TIMES,	
  TO	
  INDEMNIFY,	
  DEFEND,	
  AND	
  HOLD	
  	
  
DOUGH	
  (INCLUDING	
  ANY	
  OF	
  ITS	
  AFFILIATES,	
  OR	
  ITS	
  RESPECTIVE	
  SUCCESSORS	
  AND	
  ASSIGNS,	
  OR	
  ANY	
  OF	
  ITS	
  RESPECTIVE	
  OFFICERS,	
  DIRECTORS,	
  	
  
EMPLOYEES,	
  AGENTS,	
  REPRESENTATIVES,	
  LICENSORS,	
  OPERATIONAL	
  SERVICE	
  PROVIDERS,	
  ADVERTISERS,	
  OR	
  SUPPLIERS)	
  HARMLESS	
  FROM	
  AND	
  	
  
AGAINST	
  ANY	
  AND	
  ALL	
  CLAIMS,	
  ACTIONS,	
  DEMANDS,	
  SUITS,	
  LOSSES	
  AND	
  COSTS	
  (INCLUDING	
  ATTORNEYS’	
  FEES)	
  RESULTING	
  FROM	
  TRADES	
  YOU	
  PLACE	
  	
  
IN	
  THE	
  MARKET.	
  DOUGH	
  SHALL	
  NOT	
  BE	
  LIABLE	
  FOR	
  ANY	
  LOSS	
  OR	
  DAMAGE,	
  OF	
  ANY	
  KIND,	
  DIRECT	
  OR	
  INDIRECT,	
  IN	
  CONNECTION	
  WITH	
  OR	
  ARISING	
  	
  
FROM	
  USE	
  OF	
  EDUCATIONAL	
  SERVICES	
  PROVIDED	
  AS	
  PART	
  OF	
  THIS	
  PORTFOLIO	
  DEMONSTRATION.	
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  dough,	
  Inc.	
  All	
  rights	
  reserved.	
  Terms	
  of	
  use	
  apply.	
  ReproducNon,	
  adapNon,	
  distribuNon,	
  public	
  display,	
  or	
  
	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  exhibiNon	
  for	
  profit	
  in	
  whole	
  or	
  in	
  part	
  without	
  dough’s	
  express	
  wriien	
  permission	
  is	
  prohibited	
  under	
  penalty	
  of	
  law.	
  

	
  
	
  


