Lesson 5

CaIcuIatlons For Exercised And
Unexercised Put Options

== ==— Selling Cash-Secured Puts



General Formula If Put Is Not Assigned

® If the price of the stock closes above the strike price of the
put we sold, the put holder will not elect to exercise the
option

® To calculate our returns, we divide the put premium by our
cost basis:

® Put premium x100/ (strike price — premium) X 100 = ROO
(return on our option)



General Formula If Put Is Assigned

® If the put is exercised because the price of the stock closed below
the strike price sold, we calculate the net cost of the stock position
and the breakeven price point per share:

® Net cost of stock = (strike price X 100) — (put premium x 100)

® Breakeven = strike price — put premium



Accessing The Options Chain

Kors trading @ $81.64
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Calculations If Not Assigned

THE BCI SYSTEM PUT-SELLING CALCULATOR (ver. 1.0)

TRADE DATE (mm/ddlyyyy) 11/14/13
STOCK SYMBOL

CURRENT PRICE ($)
EXPIRATION DATE (mm/ddlyyyy)
PUT STRIKE ($)

PUT PREMIUM ($)

KORS
$81.64
12/15/13
$80.00
$2.20

TOTAL PREMIUM COLLECTED PER CONTRACT ($)
CASH REQUIRED PER CONTRACT ($)
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RETURN ON OPTION (ROO %) IF UNEXERCISED == « w= «
STOCK COST BASIS (IF EXERCISED) / BREAK-EVEN ($)
PURCHASE DISCOUNT IF EXERCISED (%)

NUMBER OF DAYS IN THE TRADE

ANNUALIZED RETURN ON OPTION (ROO %) == = =« =
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Calculations If Assigned

THE BCI SYSTEM PUT-SELLING CALCULATOR (ver. 1.0)

TRADE DATE (mm/ddlyyyy)
STOCK SYMBOL

CURRENT PRICE ($)
EXPIRATION DATE (mmiddlyyyy)
PUT STRIKE ($)

PUT PREMIUM (8)

TOTAL PREMIUM COLLECTED PER CONTRACT ($)
CASH REQUIRED PER CONTRACT ($)

RETURN ON OPTION (ROO %) IF UNEXERCISED
STOCK COST BASIS (IF EXERCISED) / BREAK-EVEN ($)
PURCHASE DISCOUNT IF EXERCISED (%) s = w « s 5 s «
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ANNUALIZED RETURN ON OPTION (ROO %)




Closing A Position Mid-Contract

Stock @ $32

Sell $30 put @ $2

Price moves to $36 and put = $0.10
Closing calculations (buy back put):

$1 - $0.10/$30 - $1 = 3.1%



FREE Copy Of Basic BCI Put Calculator
www.thebluecollarinvestor.com
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Learn how to

invest by selling
stock options.

Alan Ellman guides us through his
system of options trading so
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See how we have helped thousands beat the market consistently on their way to financial independence.
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Summary Of 3 Formulas

® Unexercised put (price > strike)
® Exercised put (price < strike)
® Closing position mid-contract

® In Lesson 6, we will discuss executing put-selling trades



