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Let’s assess the two strategies to determine their effectiveness.   

whereas John 
employs the

bull call 
spread.

Consider a hypothetical trading scenario to evaluate the approaches of Jane 
and John. Both traders share the belief that ABT stock is poised for an upswing 
from its current $108 price, pinpointing a resistance target around $115. 

A tale of two traders 

A bull call spread is a multi-leg options strategy designed to help investors 
capitalize on anticipated stock price increases, and benefit from heightened 
volatility. The video above, which contrasts the trading styles of Jane and John, 
reveals the many advantages of the multi-leg strategy over the single-leg long 
call. This article highlights these advantages, providing insights on how to place 
and manage the bull call spread.  

Jane opts for 
her reliable 
long call 
strategy,

https://www.tradestation.com/learn/options-education-center/improving-probabilities-and-confidence-with-bull-call-spreads/
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Trade comparison

Jane’s trade John’s trade

Strategy used Long call Bull call spread

Debit (premium paid) 6.60 4.96 

Maximum loss  $660 $496

Breakeven price $111.60 $109.96

Maximum profit Unlimited $504

Realistic profit at target $340 $504

John’s order

Jane’s order



Improving probabilities and confidence with bull call spreads 4

Lower maximum loss

Lower breakeven price

Higher potential profit at the 
target

Higher rate of return on the 
investment

Traders are drawn to the long call strategy due to its potential for unlimited profit. 
However, John’s bull call spread presents several advantages:

Quick reference guide: bull call spread

Market outlook Bullish

Position net debit or credit Debit (premium paid)

Number of legs Two - one long call, and one short call

Maximum profit High strike minus the low strike minus the net premium paid

Profits from Underlying price moving up to or above the high strike price

Maximum loss Premium paid if both options expire worthless

Breakeven Lower strike plus the premium paid

Risk from Underlying price dropping to or below the strike of the long 
call or assignment on the short call before expiration

Options level required Level 3 – click here for additional information

Explore Strategies – Discover options strategies and empower your 
trading with the knowledge and skills to navigate dynamic market 
conditions.

https://www.tradestation.com/learn/options-education-center/
https://www.tradestation.com/
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A bull call spread is a trading strategy that involves two actions:

1

2

What is a bull call spread?

Bull call spread risk/reward profile

Buy a call option

Sell a higher strike call option

This leg drives the position’s profit. The long call’s value can rise 
with an underlying price increase or with heightened volatility. 
The trade profits when the call is sold at a higher price than its 
initial purchase. While a closer strike to the underlying price 
entails a higher premium, it also increases the likelihood of the 
option finishing in the money.

This leg is sold simultaneously with the long call. The short call 
caps the position’s reward, but the premium collected offsets 
some of the buying cost.

Reward
High strike minus lower strike minus premium paid times 100. 

Breakeven
Lower strike plus the premium paid.

Risk
Debit paid to open the position.
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Join Webinar – Optimize Profit Potential with Bull Call Spreads, January 
31 2:00 pm ET.. Learn about bull call spreads and how you can use this 
strategy effectively.

The long call strike should be at or near a support level. The 
premium paid to buy the option is usually lowest when the price 
is in or near the support. The short strike should be at or above 
a resistance level where you do not think the price may reach or 
exceed before the position is exited.

Strike selection

To limit your potential losses by selling a call and lowering the cost 
of buying another.

Limited risk

To profit from a bullish move at a lower cost than if you bought a 
call or the stock alone. 

Lower cost

When you believe the stock’s price can increase up to or near a 
resistance level.

Moderate bullishness

Consider a bull call spread when you are positive about a particular 
stock but want to mitigate potential losses, especially if you anticipate 
the stock not to rise above the upper strike price. 

Here are some situations where a bull call spread may be used:  

Situations suited for a bull call spread

https://tradestation.zoom.us/webinar/register/4617043142490/WN_fFYyBkkRQxaOOGom8hC85w#/registration
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1

2

3

Select a Stock

Choose strike prices and expiration

Considerations

Identify a stock expected to increase in price or remain 
steady.

Pick two call options with different strike prices, ensuring the 
short call has a higher strike. Both options should share the same 
expiration date.

 a. The strike of the call that is bought determines the position’s 
risk because the premium paid is the potential loss. The premium 
collected from the short call will be subtracted from the premium 
of the long call. The maximum loss is the difference between the 
strikes minus the premium collected. 

 b. The strike of the sold call should be as low as possible to 
collect a premium, but far enough from the long strike to allow for 
profit. The maximum profit is the difference between the strikes 
minus the premium paid.

How to place a bull call spread trade

https://www.tradestation.com/learn/options-education-center/improving-probabilities-and-confidence-with-bull-call-spreads/
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Exiting the bull call spread
1

2

3

Close the spread by selling the bought call and buying back 
the sold call option. Profit is realized if this is done at a higher 
value than the premium paid when the spread was opened.

Since time decay works against the position’s profitability, 
consider closing the spread approximately 30 days before 
expiration. A smaller profit would be made if the underlying 
price did not reach the upper strike. 

If the underlying stock price is below the strike of the long call 
option, and there are only 30 days until expiration, the spread 
can be closed. This would result in a loss that is less than the 
maximum, attributable to the time value of the options.

 c. Because this is a debit spread, time decay works against 
the position. To avoid exponential time decay, expirations that are 
greater than sixty days out should be chosen, and the position 
should be closed approximately thirty days before expiration. Time 
decay increases exponentially within the last thirty days before 
options expiration.

 d. Choosing shorter expirations or using deeper out-of-the-
money call options may cause losses or smaller profits due to 
greater time decay or a lower delta. The lower delta means the 
premium will not respond as much to changes in the underlying 
price. A bull call spread lowers the cost of an at-the-money call and 
provides a better delta.
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Review Options Level – Ready to take your options trading 
to the next level? Learn about your option level and make 
sure it’s right for you. Boost your trading potential!

The bull call spread is a valuable strategy for investors seeking to profit 
from expected stock increases while managing risk. This involves buying a 
call option and selling a higher strike call. The strategy aims to benefit from 
increased volatility and underlying price movements. It offers limited rewards 
and potential losses, necessitating careful strike selection and vigilant trade 
monitoring. Traders typically close the spread before option expiration to 
mitigate maximum time decay.

Conclusion

Download Workspace – Scan for stocks on the move and 
identify opportunities to implement a bull call spread strategy.

Access the TradeStation platform in Simulated Trading mode to acquaint 
yourself with strategy analysis and order entry. Utilize this environment to 
practice placing bull call spreads without exposing real money, allowing you 
to gain confidence in executing the strategy.

Test before you trade

https://www.tradestation.com/learn/options-education-center/upgrade-your-tradestation-options-level/
https://uploads.tradestation.com/uploads/Bull-Call-Spreads.zip
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Important Information and Disclosures

This content is for educational and informational purposes only. Any symbols, financial instruments, or 
trading strategies discussed are for demonstration purposes only and are not research or recommendations. 
TradeStation companies do not provide legal, tax, or investment advice.  
 
Past performance, whether actual or indicated by historical tests of strategies, is no guarantee of future 
performance or success. There is a possibility that you may sustain a loss equal to or greater than your entire 
investment regardless of which asset class you trade (equities, options, futures, or cryptocurrencies); therefore, 
you should not invest or risk money that you cannot afford to lose. Before trading any asset class, first read the 
relevant risk disclosure statements on www.TradeStation.com/Important-Information/.   
Securities and futures trading is offered to self-directed customers by TradeStation Securities, Inc., a broker-
dealer registered with the Securities and Exchange Commission (“SEC”) and a futures commission merchant 
licensed with the Commodity Futures Trading Commission (“CFTC”). TradeStation Securities is a member of the 
Financial Industry Regulatory Authority, the National Futures Association (“NFA”), and a number of exchanges. 
TradeStation Crypto, Inc. offers to self-directed investors and traders cryptocurrency brokerage services under 
federal and state money services business/money-transmitter and similar registrations and licenses.
 
TradeStation Securities, Inc., TradeStation Crypto, Inc., and TradeStation Technologies, Inc. are each wholly-
owned subsidiaries of TradeStation Group, Inc., all operating, and providing products and services, under 
the TradeStation brand and trademark. TradeStation Crypto, Inc. offers to self-directed investors and traders 
cryptocurrency brokerage services.  It is neither licensed with the SEC or the CFTC nor is it a member of NFA. 
When applying for, or purchasing, accounts, subscriptions, products, and services, it is important that you know 
which company you will be dealing with. Visit www.TradeStation.com/DisclosureTSCompanies for further 
important information explaining what this means.
 
Options trading is not suitable for all investors. Your TradeStation Securities’ account application to trade options 
will be considered and approved or disapproved based on all relevant factors, including your trading experience. 
See www.TradeStation.com/DisclosureOptions. Visit www.TradeStation.com/Pricing for full details on the costs 
and fees associated with options.

Any examples or illustrations provided are hypothetical in nature and do not reflect results actually achieved and 
do not account for fees, expenses, or other important considerations. These types of examples are provided to 
illustrate mathematical principles and not meant to predict or project the performance of a specific investment 
or investment strategy. Accordingly, this information should not be relied upon when making an investment 
decision.

https://www.TradeStation.com/DisclosureTSCompanies
https://www.TradeStation.com/DisclosureOptions
https://www.TradeStation.com/Pricing
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