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Options Trading with Over-Extended Stocks

1. What are over-extended stocks

2. Example trades + backtests

3. Specific trades

4. How to improve the trades with options

5. How to use option Samurai to find these opportunities 

quickly and consistently.



Disclaimer

Please be aware that trading stocks, futures, stock options, and futures options involves a substantial risk of loss

and is not suitable for all investors. Please make sure trading is right for you and consult with a professional.

All information provided is for educational purposes only. Even if displaying current data, events, or specific

companies and systems., Educational purposes only.

The materials on the website and presentation are provided “as is.” Option Samurai makes no warranties,

expressed or implied, and hereby disclaims and negates all other warranties, including without limitation, implied

warranties or conditions of merchantability, fitness for a particular purpose, or non-infringement of intellectual

property or other violation of rights. Further, Option Samurai does not warrant or make any representations

concerning the accuracy, likely results, or reliability of the use of the materials on its Internet website or otherwise

relating to such materials or on any sites linked to this site or presentation.

Past performance is not necessarily indicative of future results.

INFORMATION IS FOR GENERAL EDUCATIONAL AND RESEARCH PURPOSES AND SHOULD NOT BE

CONSTRUED AS INDIVIDUAL INVESTMENT ADVICE
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Relative Strength Index

1. Momentum indicator (with over-extended zones)

2. Common and easy to use

3. Applicable to other indicators



Example - AMZN



Example - WFC



Example - WDC



Back Test – Table backtest

* From 2016 to 17-June-2022
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* From 2016 to 17-June-2022

• When RSI closed below 30 –

After 5 days QQQ Increased 

3.35% more than ‘normal’

• When RSI closed Above 80 –

After 10 days QQQ decreased -

1.83% more than ‘normal’.



Back Test – SPY

* From 2016 to 17-June-2022



Back Test – AMZN

* From 2016 to 17-June-2022



Back Test – WDC

* From 2016 to 17-June-2022



Example Trade - WDC
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Example Trade - WDC

Trade 1 

Trade 2 



Example Trades

More over-extended  = better



Example Trades

Loss is lower than it could have been 

(-7.5%)



Trade over-extended with Options

Example Strategies Pros Cons

Debit But calls / But call spreads

• Good risk-reward profile
• Stop-loss is built in the 

position

• Time is against us
• If IV is higher than 

realized move, we will 
not profit.

Credit Sell Puts / Sell Puts spreads
• Even higher probability 

trade
• Time is on our side

• If we are wrong, losses 
can be more significant 
than profits.

* For overbought replace strategies
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Summary and tips

• Buying options provide leverage + built-in stop-loss.

• Selling options increases the probability of profit.

• When IV is high, selling options is better.

• When IV is low, buying options is better (or if you expect volatility to remain high).

• Patience. Wait for extreme conditions. 

• Track the over-extended stocks to learn the behavior (you can use Option 

Samurai for that – scanner + trade log).



Wrapping up
• Stocks don't move in a straight line. The mean revert. 

• Mean-reversion indicators help us identify the turning points. 

• Backtests show that indexes and most stocks are mean-reverting (at least for the 

short term). 

• We measured mean-reversion with RSI(14), but the same concept will work with 

other parameters and indicators.

• Use options to reduce risk (debit strategies) or further increase the probability of 

profit (sell OTM options).

• Experience will help. Use our scanner + trade log to track stocks over time and 

see the behavior.



Option Samurai



Your Next Steps

1. Signup for a FREE Samurai account (no credit card 

needed).  OptionSamurai.com 

2. Check the ‘Research’ tag in our blog.

3. You can email me or message me in the chat to get 

the materials for this presentation.

https://optionsamurai.com/
https://optionsamurai.com/
https://optionsamurai.com/
https://blog.optionsamurai.com/category/research/
https://blog.optionsamurai.com/category/research/
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