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Jiilslzenektsfresk. this article!

Many people are talking about buying stocks at barg.a.h ns qu_p davs.
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If you have been reading what | have been writing 60 the worst year for the bulls out of the four year
"election cycle," then you may be thinking twice ¢ \ =
50
N .
But the truth is that many people feel that right no A’ \ :D of stocks, within most sectors, trading below
their bullish support lines, (which isa contrarian i| P '_ s
Y esterday my Aunt Stacy, who is an Occupationa . . e for now, but didn? want to put it in something (I
think the term she used was) ?boring.? \ﬁx ﬁj‘“ L
M “m'“\ % ’
She said ?Chris, | read your last Tycoon Report th P tsint ,r' ""u R W™ o In the meantime, what do | do if I still want to
make money? | want safety, but | don? want to s = | .
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First | told her that | was impressed that she had I¢ o
g
She said 7L et me guess, your solution isrelated tg i

| assured her that this wasn? going to be a comple ]
where most options strategies are not allowed (sin T N St]‘i ke Prioe
(Still not convigrecsi PlepugprisiaslO year chart):
| said that the strategy that | was about to give her E)(pi l"atim mth outmid
-risk, with averagegetrpROm§ ¥4 Quit traplesibivay ? from the stock at the strike price of $4.00. This means that you are called upon to deliver the stock, or sell the stock at $4.00.

host conservative strategies, that anyone can useven in aretirer

Thswatblfameraltaoatioiitsomenthatimntiouhevsooucftiyog sobobouysisditighda boysanoetl s Gonaee eackhipoasianot tinsbikgisktbng dmifisantly reduced ¢
account instead of SUNW stock. Inthis case, if 10,000 stigrgs pESHME WeisaR9aly-Pas Hon e XL RIS Tie 80 M%@Qﬁ?“m minus commissions ($40,000.00 paid to you for 10,000
Herewe go ? shares of SUNW at $4.00 100 contracts which represents 10,000.)

. Two important notes:
FSPOS R AR AR e covae‘é’caﬁe'{‘%%%'v&eéﬁm LS NG ey AN WSO R DS PSS RSO ES B8 ST At GO W ASABA or cash.
-Stock options expire on tﬁ&%l i H(I 39' apime Pnact)ﬂ?ﬁ tre{fﬁ‘jglc;sngg(pl res on January 19, 2007.

The strategy that | am about to tell you about is called a?Buy Write? ) _ ) ) o
~This call option is at $0.95-$1.053 PPYSP8H3 84 hd thaKe St saoRtaesd bst 9 Ry Heake SRR AN AR aoaush 280k Brasaeai Nl 96 cl S$8NSEach option contract represents 100

12m not talking about buying a stock at $21.00 and selling someone the right to°BakER R $08.tRseivePRPOREaREACchlying a stock at $21.00, and selling someone the right to buy it at $15.00.

That is almost the same annual return that the major stock market averages have returned on average for about a century.
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any time before options expiration. So the earlier thesrvsuasgiealled away from the stock, the higher youannualized

return will be. 1f you get called away in 2 %2 months from now, that doubles our annualized return to 22.6%!
It may take some time to find the right stocks for the job.” Be'sure’that these are'stocks that you wouldn? mind ownin ee?er prices, and preferably ones that seem to have strong support on theharts.
he strategy, whichi is called a?buy write,? involves buyl ng the stock whi
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January if the@@gmw r under $3.82.

L PR B SO 4RRe Bt BB RAMR! 65 PPt B AHIY-ARBNSY sell 100 January 4.00 calls at 95 cents. (Remember each option contract represents 100 shares, so 100 contracts represents 10,000
Scenario #3) ?The wild card?. Options are exercised for one of two reasons. They can be exegfiged hecause someone who bought the same option that you have sold wants to buy your stock at the

SRS iR SONPYVER/BERELIB1ah N RsBiadtile s, 7ERN H 0GR 506l e korpkinglbr R sisedhe O.C.C. or Options Clearing Corporation) if they are 25 cents or

Thiswill give you a cost basis of $3.82, and you will only be reBiFed BtB5HRqvith $38,200.00 (ot $47,700.00 for the entire stock transaction

The stock trades at $4.77. | took alook at the option chain for Sun)lvwmrwmgmmfgutﬁéwi@(umg aﬁdamgegel ayed) at Y ahoo Finance, CBOE.com, and most other quotgervices.
What does that mean? A call option isin-the-money when the stock'is above the strike price. So if SUNW is over $4.00, it isin-the-money. Soif SUNW is at $4.25 or higher, the O.C.C. will
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This means that there is a chance that SUNW. does1°t et called away from you throughout the ent| retime that you have this posmon open, and if the stock is between your break even price of
So | went to the options that expirein January (5m ?

Now, | like Sun Microsystems speufan cgﬁyd %eb;.? & IO CO trac%e %&t&ggﬁe%argn%e ay %r‘%ﬁ?gsﬁ' lgt%rbg‘{wt a egdd'mongjdﬁ)lrnoeﬂl%dl cates the price level of $3.82.
i Al ay, (¢ e nday, then you have made a profit of 8.94% which is 22.6% annualized, which is a heck
ASOr AN ET PEOIIVY e L9l e G PR Oy ?Pée‘?ﬁ:h EhoRen {?6%?31?8&‘ Tohagh:

of alot better than 5% on treasuriesisn?t it? Asa matterg’f)f%r ﬁ]z%t?s%et '\hal% one can expect from the stock market on an average year.

Check the table below to guide you in your calculations when deciding which stocks to use for this strategy. Remember, you are only trying to find something that will return you much more than
treasuries, and you should prefer to get called awvay from the stock.
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