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Better Trades Coach – Robert Roy



Neither Freedom Management Partners  or any of its personnel are registered broker-dealers or investment advisers.

I will mention that I consider certain securities or positions to be good candidates for the types of strategies we are discussing or 

illustrating.  Because I consider the securities or positions appropriate to the discussion or for illustration purposes does not mean 

that I am telling you to trade the strategies or securities.   Keep in mind that we are not providing you with recommendations or 

personalized advice about your trading activities.  The information we are providing is not tailored to any particular individual.  Any 

mention of a particular security is not a recommendation to buy, sell, or hold that or any other security or a suggestion that it is 

suitable for any specific person.  Keep in mind that all trading involves a risk of loss, and this will always be the situation, regardless 

of whether we are discussing strategies that are intended to limit risk.  

Also Freedom Management Partners’ personnel are not subject to trading restrictions.

I and others at Freedom Management Partners could have a position in a security or initiate a position

in a security at any time. 



COVERED CALLS
AND COLLARS



Aoccdrnig to a rscheearch at Cmabrigde

Uinervtisy, it deosn't mttaer in waht oredr

the ltteers in a wrod are, the olny iprmoetnt

tihng is taht the frist and lsat ltteer be at 

the rghit pclae. The rset can be a total mses

and you can sitll raed it wouthit porbelm. 

Tihs is bcuseae the huamn mnid deos not 

raed ervey lteter by istlef, but the wrod as a 

wlohe. Amzanig huh? 

Can You Read This?



REMEMBER THIS?
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• A call option is a “contract”.

• It gives the BUYER the right to buy a specific stock for 
a set price on or before the expiration date.

• The SELLER of the contract is obligated to deliver the 
stock to the BUYER of the contract if the BUYER wants 
the stock.



YOU CAN SELL IT!
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• If you own an optionable stock, then you can sell the 
right to buy that stock from you at a pre-determined 
price (call option)

• You are obligating yourself to deliver the stock to the 
Market Maker at the agreed upon price IF he chooses to 
buy it.

• Because you own the stock, you are selling a 
“COVERED” call.



DON’T JUST WAIT, GET PAID TO WAIT!
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• One reason to buy a stock is to sell it at a higher price.

• Most stock owners may have to wait for the stock price to go higher.

• A savvy stock owner can potentially be paid while he waits for the stock 
price to go up.

• You could still get paid even if the stock goes down!



SELL THE CALL

Stock   $40 



SELL THE CALL

Stock   $40 

STO 42.5c for $1 

If the stock is above the short strike at 
expiration, the stock will be CALLED 
AWAY at the strike price.

You make $2.50 on the stock plus 
the $1 premium for selling the call!



SELL THE CALL

Stock   $40 

STO 42.5c for $1 

If the stock is below the short 
strike at expiration, the stock will 
likely NOT be called away and the 
trader (you) keeps the $1 premium.



THE RISK

Stock   $40 

STO 42.5c for $1 

If the stock drops a lot, the trader 
is losing far more than the $1 
premium received on the short 
call. They are also reducing their 
cost basis.

$25



THE WBHQ SYSTEM FOR 
TRADING COVERED CALLS

1) Where to find your candidates:

A) __________________________________________________

B) __________________________________________________

C) __________________________________________________

2) Conditions to be met:

A) Priced Below ____________________

B) Average daily stock volume of  greater than ____________________ shares per day.

C) Moving up off of ____________________.

3) Chart the stock.  Draw the ____________________, ___________________  and / or

___________________ lines.

4) Buy the stock in  ____________________ share increments.

5) Sell the call with _______________ to _______________ days till expiration.

76 Look for a Delta closest to _______________

$40

500,000

SUPPORT

SUPPORT RESISTANCE

100

ONLINE (or) BROKER

COVERED CALL EXPLORER

WBHQ TRADE NAVIGATOR CHARTS FILTERS

TREND

0 30

40



COVERED CALL COMPARISON

Type Direction Reason Cause & Effect

Out Of The 

Money
Up or Sideways

Traditional Covered Call, Repeat 

Over & Over
Repeat Over & Over Again

At The Money Up or Sideways
Quick Trade, Usually One Time 

Only

Higher Probability of Being 

Exercised

In The Money
Up, Down or 

Sideways

The Stock Price is Near 

Resistance

Take in Intrinsic Value as 

Headed Down



DEEP IN THE MONEY COVERED CALLS

1. Chart your stock to determine the support and resistance lines.  You are looking for your stock to be 

at resistance and headed down.  Be sure to check the indicators to be sure of the stocks current 

trend.

2. Sell covered calls on the stock deep in the money.  Sell the first strike price below the support line.

3. You are profitable as the stock moves down toward the support line.

4. When the stock reaches support, or turns to head up again, buy back the call you sold and keep the 

difference.

5. Wait for the stock to go back to resistance, turn over and begin coming back down and repeat the 

process.

6. Remember that you need to have a stop loss alarm in effect in case the stock moves upward through 

resistance.



DEEP IN THE MONEY COVERED CALLS

Sell a call deep in the money

Buy the call back
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