Weekly options have become widely accessible thanks to modern brokerage apps. They lure traders with the
promise of cheap, fast gains on short time horizons. But beneath the confetti and flashy user interfaces lies a
reality often overlooked: theta decay, assignment risk, spreads, and commissions quietly erode returns. How
much does theta decay truly matter for short dated options? Let's unpack the expectations, mechanics, and the

real dividing line — expected value (EV).

Options Pricing Basics: What Makes Weekly Options Different?
You ever wonder why to understand the impact of theta decay in weekly options, let’s start with the fundamentals:

* Theta Decay: One of the "Greeks,” theta measures how much an option's price decays each day as expiration
approaches, assuming all else equal. The sign in front of the number matters — theta is negative for buyers

(value erodes) and positive for sellers (value accrues).

¢ Assignment Risk: Short options can be exercised or assigned early, especially if they're deep in-the-money.

Traders often neglect that early assignment can force unexpected trades and costs.

* Spread: The difference between an option'’s bid and ask price. Wider spreads increase implicit trading costs,
hitting frequent traders hard on short-dated contracts.

e Commission: Even if commissions are small or zero per contract, spreads and other hidden fees create a price

you pay.

Weekly options compress all these factors into very short time frames — sometimes just a few days — amplifying

their effects.

The Reality Behind ‘Weekly Options Risk’

The Real Divider is Expected Value (EV), Not ‘Risk’ Alone

Here's a pet peeve: “risk” is not just the chance something bad happens. It's about the expected value — the
mathematically averaged outcome over many trades. Exactly.. Many retail traders call weekly options “risky”

without calculating EV and confuse variance with loss potential.

Let me tell you about a situation | encountered made a mistake that cost them thousands.. Think about it this
way: a casino’s blackjack table is “risky,” but the house’s edge sets the EV to the casino’s advantage. Similarly,

weekly options sellers face negative EV trades unless they find pricing inefficiencies or hedge smartly.

Positive EV in Broad Equity Ownership vs Negative EV in Casino-Style Trading

Owning broad equity index funds is one of the few positive expected value positions in retail finance. Over long
time horizons and with reinvestment, you can expect gains. The “house edge” in equity ownership is often positive,

adjusted for time and dividends.

Weekly options, https://thinkaora.com/luck-is-not-a-plan-where-investing-and-games-of-chance-actually-differ/
especially buying them, resemble casino games with a negative EV. The sign in front of the number on theta
suggests decay eats your premium daily, turning out-of-the-money bets statistically unfavorable over time. Unlike
a transparent RTP (return to player) published by a casino game, brokerages rarely show the implicit “RTP" after

commissions, bid-ask spreads, and slippage.


https://thinkaora.com/luck-is-not-a-plan-where-investing-and-games-of-chance-actually-differ/

Transparency: What Brokerages Don’t Show You

Online broker apps often make weekly options look cheap: $0.20 per contract, for example. But they hide costs
behind tight spreads and inevitable theta decay. That's like a casino hiding the house edge behind coins falling

“randomly.”

Component Typical Cost Impact How It Affects Weekly Options Traders Theta Decay Can erode 2-10%+ daily of
the option'’s value Daily premium loss for long option holders, gain for sellers; accelerates near expiration Spreads
(Bid-Ask) 0.5-10% of premium on entry/exit Loss incurred immediately upon trade execution, worse on less liquid
strikes Commission $0-$1+ per contract (depending on broker) Additional cost reducing profitability, especially on
rapid-fire trades Assignment Risk Varies, less measurable as cost Forced trades and margin calls can trigger

undesired outcomes and costs

This is why the “price” of weekly options often feels cheaper than what you effectively pay. Don't just look at the
sticker price or the confetti animations in your app. Remember: the real cost is the sum total of theta decay,

spreads, commissions, and assignment risk.

Time Horizon and the Law of Large Numbers

Short dated options exacerbate these costs due to their fast time decay. Daily theta losses are a bigger fraction of
the option’s premium than for longer dated options. What happens if you keep buying weekly options hoping for

a "big win"?
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® You are betting on rare events.

* The negative EV means losses accumulate on average, the sign in front of the number does not reverse just

because it's weekly.

e Over many trades, the Law of Large Numbers ensures your results will converge to that negative EV.

In contrast, investors who adopt a long time horizon and hold diversified equity positions ride out volatility and let
probabilities work for them. Short time frames increase variance and the odds of ruin for frequent weekly options

buyers.

Strategies That Matter More Than Just Watching Theta

Putting all this together, how should you think about theta decay and weekly options? Here are a few pointers:



1. Calculate expected value, not just “risk.” Don't buy options blindly; measure premium, theta decay, and

realistic probability of payoff.
2. Beware of spreads and commissions. Always factor these into break-even prices and consider liquidity.
3. Account for assignment risk. Especially for short dated options with dividend risk or deep ITM exposure.

4. Consider spreads (multi-leg strategies). Using vertical spreads can reduce absolute theta decay and

assignment risk while keeping risk defined.

5. Know your time horizon and trade frequency. Frequent weekly trades compound costs faster than
monthly or longer term trades.

6. Demand transparency from your brokerage. Ask them for data on actual average slippage, effective costs,

and realistic returns over time rather than assuming zero commission = zero cost.

Summary: How Much Does Theta Decay Matter?

The sign in front of the number on theta decay is your best early warning. Theta is a drag on option buyers,

especially in weekly options where time evaporates at a torrid pace.

Weekly options are not inherently bad, but the house (market makers, other traders, bid-ask spreads,
commissions) wins in aggregate unless you find or create positive EV through disciplined analysis and strategy.
Unlike broad equity ownership with positive EV over time, weekly options trading more closely resembles
gambling at a casino with a hidden house edge — and theta decay is a key part of how that edge manifests.

Keep an eye on expected value, watch spreads and commission costs, manage assignment risk, and remember the
law of large numbers. If you do that, theta decay’s “"damage” transforms from a scary loss into a quantifiable,

manageable cost.

In short: theta decay matters a lot. But it’s just one piece of the pricing puzzle in short dated options. The
real dividing line is whether your trades have positive EV after all costs — not just how fast time eats

premium.



