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What is pinning? 
There is a lot going on today in the market but one question I always 
get asked is what pinning a strike really means. These are the types of 
questions I love to get! Some people look at my projections for the market 
and think I am psychic, or a fortune teller and for the people benefiting from 
my services, they think I’m a wizard! 

Really it gets broken down to a simpler explanation. It’s all about the 
technical trading baby! 

Pinning the strike is the tendency of an underlying stocks market price to 
close at or very near to the strike price of heavily traded options (in the 
same security) as the expiration time nears. 

Why Is This Important? 
You can look at the technical indicators all you want but without knowing 
how far the stock will actually follow the trend you are seeing it will all be for 
nothing. 

If you can find the points of resistance or support in the market you can 
predict where you need to put your money to work. 

There is one single thing you need to look at to figure out where the stock 
will get pinned. It’s as simple as that, just one thing to look at. 

Open option interest will be your golden ticket to find those points in the 
market. 

Open interest is the number of active contracts. It’s one of the data fields 
on most option quote displays, along with bid price, ask price, volume, and 
implied volatility. Yet, many options traders ignore active contracts, which 
can lead to unforeseen consequences.

Open interest indicates the total number of option contracts that are 
currently out there. These are contracts that have been traded but not yet 
liquidated by an offsetting trade or an exercise or assignment. 

So, if we can find what direction the market is going and, where the market 
will hit a wall because of high open interest, that is where we will find the 
pot of gold. 
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Let’s look at an example. 
Let’s use QQQ and I pointed out way back in December of 2021, there 
started to be large clusters of put open interest contracts.

■ this chart shows QQQ on June 21st 2022

Now this is when the market started to roll over. Something weird started 
happening shortly after in January of 2022. 

Open interest typically starts to build up 10-15% out of the money. We start to 
see these Points of interest showing up on both the call and put sides, they 
are called resistant’s and support respectively. 

In this case we would have expected to see open interest start building 
up around $360 on QQQ but that isnt reality when we looked at it. We 
were seeing spikes of open interest at $290 and $300 strikes for the June 
expiration.

This open interest configuration is one that I had never seen in my 20+ 
years of trading the market. 

Open interest (unlike volatility that resets each day to zero) builds over time. 
As we move along throughout 2022 we start to see the open interest start 
to slide down the hill a bit. 

February 2022 hits we were starting to see open interest fall to the$275-
$250 and even as low as $200 strikes. 
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Think about this, the put open interest really started to stand out when 
we get down below the $280 strike prices. There was nearly no open call 
interest past that point. 

Boom - that’s where we found the support.

When QQQ breaks $310 it becomes the point of resistance. We start looking 
towards the other side and see it start to bounce off the support at $275. 

When Should You Use This Technique? 
You can do it on any ETF or individual company all you need to do it use the 
information right in front of you. 

A call strike that is showing an unusual amount of support and above the 
current levels is a good place to start. 

If you are not above the current levels that means the stock has already 
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made its run. We should be playing this as if it’s coming back down to the 
call open interest strike. 

When you are looking at the peak call open interest strike, which is your 
resistance, you will start to see traders selling and unwinding their positions 
essentially ‘pinning’ the stock near that strike price. 

On the other side when we are looking for support for a stock we can look 
at the peak put open interest strikes. 

There is a lot to go over there so be sure to digest all of that at your own 
pace. 

I’m happy to tell you what my thoughts are on open interest and even show 
you why I feel this way all you have to do is ask me during my live sessions. 

Talk soon, 

Chris Johnson 
Quantitative Specialist, Penny Hawk


