How to Build a $100/Day
Theta Machine Without
Predicting the Market




Your Strategy
Is Not the Edge

What most ‘ What actually
trades chase pays
Calendar spreads Beta-weighted delta = 0
Flyagonals Buying power usage in range
Butterflies Theta-to-NLV is productive
...and the next shiny Get these three right, and

object. the strategy stops mattering.



Every consistently profitable trader |
know, Tom Sosnoff included, is
obsessed with one thing:

Portfolio management.
Not strategies, not the next secret

“Flyagonal” or “1-1-2” trade. The
portfolio. That's it.



| became consistent
‘ ‘ only after | shifted from

trades and fancy

strategies to high-level

portfolio management.




So if your trading isn’t where you
want it to be...

Stop searching for another
secret strategy.

Start managing your portfolio
like a real hedge fund.



Volatility As An
Asset Class

| ¢ @

Stocks: Bonds: Volatility:

Ownership Lending Insurcance
You're paid to own. You're paid to lend. You're paid to insure.
Equity risk premium Term & credit premium Variance risk premium

Every asset class pays you to take on a job nobody else wants. Volatility is the one almost no
one allocates to. It's structural, a permanent bid for protection; funds hedging, structured
products, retail buying fear, keeps options priced above fair value. That gap is yours to harvest.




Where the Money
Comes From

V

The Premium

-\/\

O of the time since 1990, the price of insurance (implied volatility) has
sat above the damage that actually arrived. That persistent gap is
O the variance risk premium — the seller's income.

Bondarenko (2019), Historical Performance of Put-Writing Strategies.




Twice the Sharpe
of owning stocks

0.48 0.65 1.00

Y

Own the Sell put Delta-
market (naive neutral
(S&P 500) put-write) short vol

—~2X

THE EQUITY SHARPE, RISK-ADJUSTED

Same market, same sample, the volatility
risk premium has paid about double the
equity premium, per unit of risk.

Short volatility: =1.0 Equities: = 0.48

The Sharpe ratio measures an investment's
return relative to its risk. Higher means more
reward for the same stress.

Israelov & Nielsen (2015), Financial Analysts Journal 71(6):
isolated short-volatility Sharpe = 1.0 vs = 0.48 equity, sample
through 2074. Put-write: PUT index Sharpe 0.65 vs S&P 0.49
(Bondarenko 2019). Gross of costs.



The Most-Documented
Eclge in Finance

Coval & Shumway, 2001 — Journal of Finance

Zero-beta ATM straddles lost ~3% per week. Volatility is a separately priced risk.

Carr & Wu, 2009 — Review of Financial Studies

Variance risk premiums were strongly negative for major U.S. indexes and not explained by CAPM or Fama-French factors.

Bollerslev, Tauchen, Zhou, 2009 — Review of Financial Studies

The variance risk premium predicts future equity returns. High premia forecast higher future market returns.

Israelov & Nielsen, 2015 — Financial Analysts Journal

Covered calls decompose into equity, short volatility, and equity-reversal exposure. The short-vol component had Sharpe near 1.0 with
limited risk contribution.

Lempériere et al.,, 20717 — Quantitative Finance

Risk-premium returns scale with negative tail skewness. Risk-managed short-variance portfolios showed Sharpe = 1.26 overall and = 1.47
for S&P 500.



The academic
evidence is clear:

Volatility is a separately
priced risk premium, that
can be isolated, traded,
harvested, hedged, and
managed as part of a
portfolio.
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How to Put It Into
Practice

Hedge the Direction.
Keep the Premium.




Beta: How Hard a Stock Swings With the Market

To cancel direction you first have to measure it. Beta is a stock's market sensitivity: when the S&P moves
1%, a stock moves about its beta x1%.

If the market rises 1%...

Defensive name (e.g. a utility)
moves half as much

The market itself (S&P 500)
o
High-beta name (e.g. NVDA)

Two stocks with the same delta carry
different market risk if their betas differ.

=05 +0.5%

Expected stock move = Beta x Market move




Beta-Weighted
Delta: One Honest
Number

“If SPY moves $1, how much
does my whole portfolio
make or lose?”

Beta-weighting restates every position's delta
in benchmark terms; your whole portfolio's
market exposure becomes one number you
can act on.

The only way to normalize delta across
different betas, prices, and volatility.

Beta-Weighted A = Delta x Beta

WITHOUT BETA-WEIGHTING

100 deltas of TSLA #
100 deltas of XLU

You can't compare positions, and you can't
hedge with any precision.

Platform beta-weighting (e.g. SPY-weighted
delta) applies the same idea with a
per-position price adjustment.




A Portfolio Can Look
Neutral and Still Be Long

Tech ETF (QQQ) +50 1.6 +80
Utility ETF (XLU) -50 0.3 -15
Total (@) - +65

Takeaway: beta-weighted delta
is the one number that tells the

Beta-weighted = +65 - strongly long the market. truth about directional risk.

Pure delta =0 - looks perfectly neutral.




Diversification

A portfolio is not diversified by expiration
because it has 30 positions.
It is diversified when no
single asset, strategy,
expiration cycle, volatility
regime, or market direction

can dominate the account. by by
strategy volatility

by
by asset directional

exposure



$100/day

Let’s build a practical, product-agnostic, market-neutral options portfolio
targeting $100 in daily theta decay, without predicting market direction.



Trade 1: IWM Short Strangle

Sell 275 put (33 DTE)
Sell 310 call (33 DTE)

Credit collected: $495
BPR: $4,394

Probability (PoP): 69%
Beta-weighted delta: -1.04
Time decay (theta): $17.44

SPY corr. (3 months): 0.97

265

SR &)
67.4%

275 Put
7/17 (33d)
2.62

S

17.444 -51.61 -2,621.97

310 Call
7/17 (33d)
2.28

-1

4,394.75



Trade 2: ADBE Short Cdadli

Sell 230 call (33 DTE)

Credit collected: $280
BPR: $8,181

Probability (PoP): 73%
Beta-weighted delta: -6.30
Time decay (theta): $11.06

SPY corr. (3 months): 0.71

-4,369.73

230 Call

7/17 (33d)
2.80

-1

8,181.25



Trade 3: MSFT Short Put

Sell 390 put (33 DTE)

Credit collected: $1 345
BPR: $11,717

Probability (PoP): 66%
Beta-weighted delta: 27.32
Time decay (theta): $20.15 2417 G2

13.45

SPY corr. (3 months): 0.40 ;

PLRES -48.05 =5,227.91

11,717.50



Trade 4: IBIT Reverse Jade Lizard

Sell 39 call (33 DTE)
Sell 36 put (33 DTE)
Buy 35 put (33 DTE)

Credit collected: $110
BPR: $1,197

Probability (PoP): 80%
Beta-weighted delta: -0.61
Time decay (theta): $2.10

SPY corr. (3 months): 0.70

1

35 Put
VAVAEEL))
1.28

o

34 35 % 37

36 Put
7/17 (33d)
1.66

-1

39 Call
7/17 (33d)
0.65

-1

1,197.00



Trade 5: URA Short Straddle

Sell 46 call (33 DTE)
Sell 46 put (33 DTE)

Credit collected: $595

BPR: $1,610
Probability (PoP): 42% S A 2 SRS
Beta-weighted delta: -0.20

y) |
™

46 Put

Time decay (theta): $8.47 717 330)

2.90
|

SPY corr. (3 months): 0.47

=17125:25 = 1,610.00



Trade 6: USO Short Cdall

Sell 135 call (33 DTE)

Credit collected: $440

BPR: $5,327

©

Probability (PoP): 78%

(12.2%
e 120 (e T2 e 130 {7 28) 155 Lmpse 140 142:5 145 147.5

Beta-weighted delta: -0.06

135 Call

Time decay (theta): $1098 VAVAEED)
4.40
SPY corr. (3 months): 0.85 !

-3,110.23

14

5,327.00



Trade 7: SLV Put Ratio

Buy 61 put (33 DTE)
Sell 2x58.5 put (33 DTE)

Credit collected: $98
BPR: $3,032

Probability (PoP): 66%
Beta-weighted delta: 0.87
Time decay (theta): $4.17

SPY corr. (3 months): 0.97

1

61 Put
7/17 (33d)
3.20

60 61 é 62

58.5 Put
7/17 (33d)
2.00

3

-1,054.03

-5,502

3,032.50



Trade 8: AVGO Iron Condor

Buy 330 put (33 DTE)
Sell 340 put (33 DTE)
Buy 430 call (33 DTE)
Sell 420 call (33 DTE)

Credit collected: $386
BPR: $614

Probability (PoP): 55%
Beta-weighted delta: -0.45
Time decay (theta): $5.53

SPY corr. (3 months): 0.09

il

330 Put

7/17 (33d)

5.05

[ 1907

340 Put
VAVAEEL)]
6.55

-1

1

430 Call
7/17 (33d)
7.20

| (53 0o ]
1-23:8%
376 $ 386 396. 406 416 426

[~ 1o ]
[ o7 170

420 Call
VAVAEEL))
8.75

)




Trade 9: SMH Unbalanced Condor

Buy 615 put (33 DTE)
Sell 620 put (33 DTE)
Buy 700 call (33 DTE)

Sell 655 call (33 DTE) 1

7/17 (33d)
615 Put 14.95

7/17 (33d)
38.25

Credit collected: $1,531

550 565 580 595 610 £625

BPR: $2,969

IT™
620 Put

Probability (POP): 69% 7/17 (33d)

ot 655 Call

7/17 (33d)
=il 24.25

-1

Beta-weighted delta: -19.51
Time decay (theta): $11.51

SPY corr. (3 months): -0.37

-2,969.00 -2,969 2,969.00



Trade 10: GLD Skewed Strangle

Sell 370 put (68 DTE)
Sell 410 call (68 DTE)

Credit collected: $1,592
BPR: $7,731

Probability (PoP): 58%
Beta-weighted delta: -0.08
Time decay (theta): $20.16

SPY corr. (3 months): 0.31

370 Put

8/21 (68d)
8.00

-1

-119.58

410 Call
8/21 (68d)
7,55

-1

-7,090.66 E 75131230



Portfolio Summary

Position Credit B-delta

IWM Short Strangle 495 4,394 69% 0.97 -1.04 $7.44
ADBE Short Call 280 8,181 73% 0.71 -6.30 $11.06
MSFT Short Put 1,345 1,717 66% 0.40 27.32 $2015
IBIT Jade Lizard 10 1,97 80% 0.70 -0.61 $2.10
URA Short Straddle 595 1,610 42% 0.47 -0.20 $8.47
USO Short Call 440 5,327 78% 0.85 -0.06 $10.98
SLV Put Ratio 920 3,032 66% 0.97 0.87 $417
AVGO Iron Condor 386 614 55% 0.09 -0.45 $5.53
SMH Iron Condor 1,531 2,969 69% -0.37 -19.51 $11.51
GLD Strangle 1,592 7,731 58% 0.31 -0.08 $20.16
Total 6,864 46,772 -0.06 $101.57




Kevy portfolio metrics

Buying power used: $46,772

Borrowed funds: $0.00 (no margin)
Cash interest earned = $543

Number of open positions: 10

Average Probability of Profit: 66%
Average DTE: 33

Net credit collected (Ist cycle): $6,864

Beta-weighted delta: -0.06

Annuadlized estimates:

Cycles per year: 365/33 = 11

Annualized credit collected: $75,504
Annualized ROC @20% BP usage: 32.29%

Risk-free rate: 3.6%



