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This is depicted in the bottom-left previous figure.

E.g., top-right previous figure comes from
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Like bull spreads, bear spreads limit both the upside profit potential
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Construct a table that shows the profit and payoff for both spreads.

This strategy gives rise to an initial cash inflow of $3. The outcome is

Profit
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Butterfly Spreads Using Calls

Butterfly spread

A butterfly spread leads to a profit if the stock price stays close to
but gives rise to a small loss if there is a significant stock price move
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A butterfly spread can be sold or shorted by following the reverse

This strategy produces a modest profit if there is a significant
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Profit diagrams for calendar spreads are usually produced so that
they show the profit when the short-maturity option expires on the
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the investor to make a profit.



When the strike prices are close together a butterfly spread

obtained from different butterfly spreads.

the pattern of profits from the strangle?

The pattern of profits is as follows:

Profit
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butterfly spread


