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Lesson 7

: 4t Strategles Monitoring Your

'-"5'_ = "Stock and Option Positions
:T— -‘ : Covered Call Writing
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“» Stock price is higher than the strike price
0N _Or near expiration Friday
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' Executlon

"EWAYS BUY BACK THE

if ~ OPTION FIRST
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261G down: 20%%/10% guidelines

> Lgojg ro a‘hlt a double”: 20%/10%
glmlrx 1ES

~ = Cor eft “dead money” to cash profits
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= ':-_El',ake no action

—= ‘Mid-contract unwind-stock price goes up
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10/29: Buy 100 x HAS @
$28.50

10/29: Sell $30 Call @
$1,50

11/11: B-T-C @
$0.15(meets 10% rule)
Sell $25 call @ $2.00
Additional profit = $185
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Classu‘fv Pattern

B ° Buy @ $23.80 .
| il © Sell $25 call @ $1.10

® Buy back $25 call @
$.20 (20% guideline)

e Sell $25 call @ $1.70

e Additional $150 per
contract profit

fl purchase price

Plan to “Hit a Double” o
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stock Price'Rises Rapidl

s Sell the $50 caII
® Prjces rises to $57

® Cost to buy back
option = $7.10

e Stock value moves
from $50 to $57

® Cost to close is $0.10
per share or $10 per
contract




sollinoLout- buy back option and sell next
mon rn .ﬁsame strike option (January $50

- -_ S

= ? 'ﬂlnq out and up- buy back option and
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~ sell next month’s, higher strike option
(January $50 to February $55)
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Lululemon Athletica Inc. (MASDAG: BLu LU} Optionable
Last 38.88 Chg: -0.72 (-1.82%) Open: 39.53 Awvg Vol 1,948,489 Volume: 2

Bid: 38.88 Ask 38.89 High: 39.84 Low: 38.46 WWeeChg: - Intrinsic [:Ipeﬂ

Last Bid Ask

Value Interest Strike

Option Tools: Covered Calls Calculator Selling Puts
16.80 16.38 15.90 17.70 0 0 2250
view: Alltentns 1410 1388 1340 1480 0 0 2500
Calis 8.00 .88 8.60 9.40 0 0 3000
Intrinsic . Open e
= N Ak Yol interest | STRe 725 688 690 7.0 0 0 32.00
=] 18.88 18.40  19.50 0 17 20.00
S = 16.38 15.80  17.50 0 25 2250 6.40 2.8 6.10 670 0 0 3300
__::_ 13.88 13.40  14.50 0 30 25.00 5 RS 488 530 f.00 0 0 34.00
- 8.88 8.40 9.10 6 246 30.00
e e - - 180 388 450 510 0 505 3500
5.88 5.40 6.50 0 0/ 33.00 4.10 288 3.90 430 0 22 36.00
4.88 4.40 5.50 0 13 34.00
3.88 3.80 4.00 1 548 35.00 el = — : 51
288 250 350 0 16 36.00 278 088 295 0 00 38.00
177 1.88 1.40 : 0 102 37.00
0.28] 0.88 0.90 @ 20 g4  38.00 0.00 10
0.28 0.00 0.15 et 2 186 39.00 0.00 13
0.08 0.00 0.05 0.10 a7 1253 40.00
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o BLJy~'EO'~f_FPﬁ- uIy $38 call @ $1.05

H | -Open August $38 call @ $2.60

A S

" = Profit = $2.60 - $1.05/ $38 = 4.1%, 1-
: l “month; initial profit
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ple EXIt Strateqies Witianiie

Same Stock i he Same Month

- —

Buy @ $29 and g™ © Resell $30 call
sell the $30 call "Hit a double™

&,

42.50

_V 37.50
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Buy-to-close $30 foszsoss

Buy-to-close (2nd) $30 call
Roll down and sell $17.50 call

o
ODck24 27 28 29 3 31 Nov 4 [ [ i 1 11 12 13 14 17 18 19 20 21
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LEQV execution’Is essentlal 10 maximize
Indimitigate losses

Uﬁ I#St ck prices rises or falls significantly or If
Jrogfg;;@ fice = Strike @expiration Friday

2 r\lgvc buy back the option first

z——& the 20%/10% guidelines for a declining
— 'StOCk

e n Lesson 8 we will demonstrate the entire step-

— by_step process for mastering the covered call
Writing, strategy
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