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The event risk options concentrate
EVENT RISK IN OPTIONS

Options concentrate event risk: their leverage magnifies an event's move, their implied volatility 

inflates and crushes around it, and their expiry can force the position to resolve at the worst 

moment. An option held over an earnings report or a macro event faces the underlying's gap, 

the volatility crush, and time decay at once - three risks the event triggers together, which is why 

events are where options positions most often fail catastrophically.

Events - earnings, decisions, data - are where options risk concentrates, because an event triggers 

the option's leverage, its volatility exposure and its decay simultaneously. This lesson names the event 

as the options-specific danger it is.

How events concentrate options risk
The leveraged gap: an event can gap the underlying, and the option's leverage magnifies the gap 

- a modest underlying gap is a large option move, the overnight-halving risk of the equities track, 

leveraged.The volatility crush: implied volatility inflates before an event and collapses after (module 

1), so an option bought into the event faces the crush regardless of direction - the position can lose 

to volatility even if the underlying moves its way.The decay and expiry: an option near expiry over an 

event faces accelerating decay and the risk of resolving at the event's worst moment - the three risks 

arriving together, which no single one of them would be alone.

The buyer's and seller's event traps
The buyer's event trap: buying options before an event pays inflated implied volatility (the crush ahead) 

and needs a move large enough to overcome both the premium and the volatility collapse - a high 

bar that a correct direction often fails to clear. The seller's event trap: selling options before an event 

collects the inflated premium but carries the event's gap risk - the rare large move the seller most 

fears, arriving on a schedule. Both sides face concentrated risk at events, in opposite forms - and the 

event is where the options asymmetry the whole track has built on is most sharply tested.

The event in the risk plan
Events earn explicit treatment in an options risk plan: known events (earnings dates, scheduled 

decisions) are on the calendar, and a position held over one carries concentrated leveraged, volatility 

and decay risk that must be sized and decided deliberately - not stumbled into. The disciplined reader 

knows which events their positions face, prices the volatility crush into any position held over one, and 

decides consciously whether to hold through, close before, or size for the concentrated risk. Options 

concentrate event risk more than any instrument the platform teaches - the leverage, the volatility and 

the decay all triggered at once - and the risk plan that ignores events has ignored where options most 

often fail.

Tick Sprout · https://ticksprout.com/learn/options/risk-management/the-event-risk-options-concentrate · education only, not investment 

advice · 1/2



Check your understanding
1. How do options concentrate event risk?

a. They reduce it

b. An event triggers the option's leverage (magnifying the gap), its volatility crush, and its decay 

simultaneously - three risks arriving together that no single one would be alone

c. Only through commission

Answer: b. Events trigger leverage, volatility and decay at once. It is why options positions most often fail 

catastrophically at events - the asymmetry most sharply tested.

2. What is the buyer's event trap?

a. Paying too much commission

b. Buying options before an event pays inflated implied volatility and needs a move large enough 

to overcome both the premium and the volatility crush - a bar a correct direction often fails to clear

c. Missing the event entirely

Answer: b. The crush ahead is priced into the premium the buyer pays. A correct direction can still lose to the 

volatility collapse - the high bar events set for option buyers.
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