
1. Close the Call Before Earnings 

• Reasoning: 

o IV typically rises leading up to an earnings event. By closing the call before earnings, 
you can capture the increase in option value from the IV spike and avoid the 
"volatility crush" that happens afterward. 

• Advanced Tip: 

o Use this strategy if the stock hasn’t moved much and time decay (Theta) hasn’t 
eaten into your call’s value. 

 

2. Convert to a Spread (Sell an OTM Call) 

• Reasoning: 

o By selling an out-of-the-money (OTM) call with the same expiration, you create a 
vertical spread. This reduces your exposure to the IV collapse because the short 
call benefits from falling volatility. 

• Advanced Tip: 

o Ensure the strike price of the short call is at a level where you’d be comfortable 
capping your profits if the stock rallies. 

 

3. Hedge with a Short Straddle or Strangle 

• Reasoning: 

o If you expect IV to collapse significantly, sell a straddle (same strike and expiration) 
or a strangle (different strikes) to take advantage of the post-earnings drop in IV. 

• Advanced Tip: 

o This approach is risky because the stock could make a big move. Use only if you 
have strong conviction that volatility will fall sharply without a large price change.  

 

4. Roll to a Longer Expiration 

• Reasoning: 

o Options with more time to expiration are less affected by the IV collapse because 
their Vega is higher. Rolling your position to a longer-dated call can reduce the 
impact of the earnings event on your current position. 

• Advanced Tip: 



o Be aware that rolling incurs additional costs, so evaluate whether the trade-off in 
reduced IV risk is worth it. 

 

5. Use a Calendar Spread 

• Reasoning: 

o Sell a short-dated call (expiring right after earnings) while holding your long-dated 
call. The short-dated call will be more affected by the IV collapse, reducing your 
overall exposure. 

• Advanced Tip: 

o Ensure your long call retains enough Vega to benefit from any IV remaining after the 
event. 

 

6. Hold and Accept the Risk 

• Reasoning: 

o If you have a strong directional view and expect a big price move, holding the call 
through earnings may be worth the risk of an IV collapse. 

• Advanced Tip: 

o Monitor Delta and Gamma closely. An ATM call will have significant Gamma, 
meaning the call’s Delta could change rapidly with a sharp price move. 

 


