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Lesson 1

_What is Selling Cash-Secured Puts
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——— o Introduction and preview example



Selling "'ash-Seggrecil Putsedigdiﬁna"

PNRVEstment strategy that combines selling put options
While simultaneously placing enough cash in the
l)ro;g' | ="é e account to buy the stock if “put” to us
—— )p ck IS @ unit of ownership in a corporation

* fA{)ut option is a contract that gives the right to the
'_" holder to sell shares of stock to the option seller (that’s
us)



SElling.Cash-Secured Puts-4/Words

Sselling- \ are wrltlng'or INItiating the option contract
aricl rerﬂ* a cash premium for undertaking the option
JJhr? cn

,.,:_,:;%: --secured Placing an appropriate amount of cash

— ~in our brokerage account to pay for a possible future
- stock transaction

® Put- The type of option we are selling...the right, but not
the obligation, to sell shares of stock to us

! H m'



Prewem Exa mp_)- —_—

'Aﬂ ~L

ICJ“,) all] \-.Gc:'-'.“ ver share

Jl ,),L optlon Agree to buy the stock @ $30 during
e nwsr nonth

0 re a premium of $1 per share or $100

"-':«,,.b.% e” the put sale by placing $3000 (less the put
= _Lpremlum of $100 or $2900) into our cash brokerage
'_" account

® This is a 3.4%, 1-month initial return
($100/$2900)...return if unexercised
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"o St ck price remains above $30
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3_,- rlce Remalns Above $30F |
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J Oytloy] b /\, rr den)willinot.exercise....

> Wiy 1’,"$30 when it can be sold for more?

ey < =
A'__»‘ Rt

‘_’— _—-.,__,

——=F e:optlon expires worthless and we keep the 3.4% 1-
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'f’f e nth return

® Cash is freed up to secure another put position the next
month
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‘Price.Moves Below:$30
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o Q)gjife)y] .)J er WI|| exercise right to sell @ $30

SRE D,J\ ‘the shares at a cost basis of the strike price — put
premium ($30 - $1) = $29

_,fs_na‘e call this buying “at a discount”

————

— » Discount = ($32 - $29)/$32 = 9.4%
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CRIENTISKAS Jr he stock dropping below the breakeven ($29)
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0 Moo w}e |ost if share price declines more than premium
Collectec ~;l-‘the amount the strike is lower than current price
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=2 $30- $1 = $29 is breakeven

® Stock selection, option selection and management is critical



sElliGIcash-secured puts is a conservative, cash-
Jeurm rstrategy

Jf[ bines stock selection, cash deposits and option
—= G
*.“ ock selectlon option selection and position

= management are 3 skills that must be mastered

® In Lesson 2 we will discuss Option Basics
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