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Introduction	  
 
When you follow my approach to selling options for income, there are two 
primary goals that I follow: 

1. Generate regular (weekly or monthly) and meaningful cash income. 
2. Protect your capital 

Nothing else comes before those two key principals. 

And we have done that for over 100 income-producing trades in the last 
year resulting in only one losing position.  (And that was less than 1% on 
$2,500). 

That means over 99% plus of the income trades my Options Income 
Blueprint members made in the last year came out cash positive after 
trading costs because of the unique way we approach our mission and  

And that means you can feel confident that the “capital protection” will 
continue to ensure that you are building your capital base to not only 
generate monthly income but also increase the amount of future cash 
flow. 

But even better, 72% of the time that we “roll” a option position we’ve sold, 
we add even MORE cash to the position when it’s finally time close it out. 

The strategy we use to generate income and protect capital is called 
“Rolling and Recovery.” 

It might sound unusual, but let me explain. 
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Advantages	  of	  Selling	  Options	  
 

First, we SELL OPTIONS, not BUY 
them to generate income. 

We use equities (stocks and ETFs) 
to generate cash income by selling 
weekly or monthly option contracts to 
collect cash… or what we call a 
premium.   

When you sell an option you are flipping or transferring the risk inherent in 
any option to the buyer and you collect the cash. It is yours instantly.  

More than eighty percent of all options expire worthless, more so when 
you sell monthly or weekly options, you move into the driver’s seat. Selling 
does not have the thrill of hitting a home run when you “buy an option” that 
goes up quickly – but there are few if any double plays or disasters when 
you sell them. 

You can think of it as “becoming the house.”  

Other common terms are option writing and option selling. This happens 
when you start an option trade by becoming the seller instead of the 
buyer.  

When you write an option, the roles reverse. You no longer have to buy 
and pay the option premium. You collect it. You no longer have “the right, 
but not the obligation to perform”…you now are OBLIGATED!  

Instead of having an unlimited upside with a limited downside…you now 
have a limited upside and unlimited downside! And instead of time working 
against you – it now works FOR YOU! 

Over the past several decades  (remember options aren’t that old), the 
most common strategy involving option writing (even done by conservative 
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investor Warren Buffet himself) is what’s called “writing or selling covered 
calls.” 

Chances are, if you own blue chip stocks, you are enjoying a quarterly 
dividend (income), and you are holding the stocks because over time you 
expect them to appreciate in value. That’s what a lot of people do. Fair 
enough. However, what most people DON’T realize is that options are 
traded on pretty much every single blue chip stock out there. 

Since blue chip stocks are usually very large and established companies, 
there generally is not that much movement in the stock in a 30 to 60 day 
period (compared to the movement you can see after a year or two). 

On to the scene comes the “call writer.” 

Let’s say one of your blue chip stocks has just 
finished paying a dividend. Earnings have been 
announced, and the summer months are 
approaching. The stock’s range has been between 
$52 and $63 for the year. It’s currently trading for 
$58.50. 

If the next-month-out options are for June, you 
could look up the June 60 calls for a quote. The quote might be: $1.20 X 
$1.30. If you own 1,000 shares of this blue chip, you could sell 10 June 60 
calls for $1.20. 

What have you just done here? Well, for starters, you get to welcome 
$1,200 into your brokerage account, which is your money to keep. You’ve 
further obligated yourself to sell 1,000 shares of this stock (stock which 
you own, hence the term “covered”) at $60 per share. 

As the summer approaches, with no earnings announcement for another 
couple months, what if the stock just stays where it is (as you hope it will)? 
Nothing. Other than you’re $1,200 richer! 
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What if it goes down a couple dollars? You still keep your $1,200 (After all, 
if you’re holding this stock for a dividend, it would have gone down 
anyway, had you sold the calls or not!) 

What if the stock goes up? Well, if it goes higher than $60, you’re still 
obligated to sell it at $60. But in this case, you get to keep the $1,200 
premium from selling the call PLUS the $1.50 capital gain (the difference 
between selling out at $60 minus where the stock was when we wrote the 
call, at $58.50). 

This might seem like a panacea! There’s got to be a negative you ask. 
Just like with most things in life, there are tradeoffs – there’s the good and 
the bad.  

The only negative thing about the example above is if the stock were to 
bolt up to $100 per share, you are obligated to sell at $60, and you missed 
what I call “forgone profits.” 

But missing “foregone” profits because you collected $1,200 of premium 
and $1.50 per every share you owned of capital gains. 

Congratulations! 

Selling calls – limited gain, unlimited risk (goal is to 
generate income) 

	  

Selling covered calls is one of the safest and most popular option 
strategies because it makes the “unlimited risk” part go away. 

Selling puts – limited gain, nearly unlimited risk (goal is 
to generate income) 
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The	  Value	  of	  Time	  Decay	  
As you might guess, time decay – the loss in value of the option over time 
even if the stock does not move – can be ferocious on many option 
contracts.  

And that’s a very good thing for the seller of options because most options 
expire worthless. 

And you get to keep all the cash. We did! 

 
Do this every month or even every week and you can see how this can 
add up to a regular “extra pay day” every Friday. 

 

Selling	  Puts	  (Cashed	  Secured	  Puts)	  
A put is a contract entitling the buyer of the contract to sell you shares at a 
fixed price on or before a specific date in the future. Each option contract 
controls 100 shares of the stock. 

You will hear the terms puts, cash secured puts and naked puts.   

That said, this training program is all about selling ‘CASH SECURED 
PUTS”, not naked puts. 
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Here is the definition a Cash Secured Put according to the CBOE’s 
Option Institute: 

Cash Secured Put: An investor who employs a cash-secured put writes a 
put contract, and at the same time deposits in his brokerage account the 
full cash amount for a possible purchase of underlying shares. The 
purpose of depositing this cash is to ensure that it's available should the 
investor be assigned on the short put position and be obligated to 
purchase shares at the put's strike price. While the cash is on deposit it 
may generally be invested in short-term, interest-bearing instruments. 

The term “cash” in cash secured puts means you must have collateral … 
cash … to purchase shares if they are assigned (or put) to you. You are 
not buying an option and you are not spending capital, but you have to 
have or leave enough capital it in your account to support the position.  

For example, if you sell a weekly put option on General Motors (GM) at 
the November, Week Four 31.50 strike, you will need to have $3,150 in 
your trading account for every contract you sell. 

Why? 

Because in selling an option contract, the buyer of your option has the 
right to assign the stock to you the seller… if and when the stock price 
falls below the strike price. The buyer of that option doesn’t have to 
assign, but he has the “right” to assign or “put” the stock to you. 
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In our example above, if you sell that GM November, Week Four 31.50 
Strike on Monday and the price of GM stock declines below $31.50 to 
$31.00 or lower by Wednesday, you could be assigned the GM stock at 
$31.50 per share or $3,150 for one option contract sold. 

If you have a large enough trading account in dollars and qualify for 
margin, you can use margin instead of cash to support a put.  For the 
purpose of this training program, we will focus on maintaining cash in your 
account to support the sale of a put. 

We will spend more time on this important difference between spending 
capital and using it to support a put position later on. 

Key to the strategy of selling puts is to remember: you are not buying an 
option contract; you are not locked into buying shares.  

Your cash or margin is sitting in your account supporting a put position. 
This is very different from owning shares. 

 

 



	   11	  

Selling	  Covered	  Calls	  
This is one of the most widely used strategies involving options. It’s also 
one of the most conservative and low risk strategies of them all. 

Here is the definition a Covered Call according to the CBOE’s Option 
Institute: 

Covered Call: Covered call writing is either the simultaneous purchase of 
stock and the sale of a call option, or the sale of a call option covered by 
underlying shares currently held by an investor. Generally, one call option 
is written for every 100 shares of stock owned. The writer receives cash 
for selling the call but will be obligated to sell the stock at the call's strike 
price if assigned, thereby capping further upside stock price participation. 
In other words, an investor is "paid" for agreeing to sell his holdings at a 
certain level (the strike price). For this reason the covered call is 
considered a neutral to moderately bullish strategy. On the downside, 
limited stock price protection is provided by the premium received from the 
call's sale. 
 

Outlook: Neutral to bullish 

√ Time Frame: Short term (30 to 90 days) 

√ Maximum loss: Stock going to zero…offset by the amount of 
premium you took in from selling the call (which is actually cash in 
your hand). 

√ Maximum gain: Getting called out (which simply means you are 
forced to sell at the strike price of the call you sold) PLUS the 
premium you took in from selling the call. 

When you get the hang of doing buy writes and covered calls, it can (in 
most cases) mean an additional realized gain of between 10-20% on your 
long-term portfolio. With a little time and patience, you can really do much 
better than this.  
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Why not put some of your stocks that are just sitting there doing nothing to 
work? The best part is that you’ll continue to collect the dividend payments 
as you write covered calls. 

 
Let’s first explain the mechanics of what’s involved, what your risk is, and 
what you give up in return for getting paid a call premium. 

To begin, we have to start with a refresher on the call option. Remember, 
a call option buyer has the right, but not the obligation, to buy stock at a 
certain fixed price. On the other side of that contract is the seller. When 
you sell a call (sell a call to open, that is) – you collect the premium. The 
premium is the cost of the option, and when you sell them, real, tangible 
cash hits your account the next day. 

If you decide to sell calls (against stock you already own), you are 
obligating yourself to sell your stock away at a certain price by a certain 
date. 

Make sure you know the real cost basis of shares before selling calls. 
Meaning, if you bought a stock at $60, after being put shares, and that put 
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had generated $1.20 in premium, you own the shares at $58.80. And that 
cost basis will fall as you sell more and more calls. 

Sell calls with strike prices against your real cost basis, especially if the 
stock is falling, you will generate more premium. 

 

Rolling	  and	  Recovery	  
Whether it is selling a put or writing a covered call, we are producing cash 
from the stock market and that comes with certain inherent risks and 
challenges. 

Because we look for equity positions with high 
volatility in short-time frames, we may be right 
about a position we take to produce cash but the 
timing may be off. 

But if the backstory—the reason for wanting to 
own (buying the stock selling a call) or renting the 

stock (selling puts) hasn’t changed - then you stick with the position. 

However, unlike most traders and investors, rather than close the trade at 
a loss of some of our capital or just giving up and letting the stock be “put” 
to us or “called” away, we utilize “Rolling and Recovery.” 

A roll is the continuation of a position through the purchase of the put or 
call option contract you have sold and the sale of another put or call.  

With a call, you continue a position because you do not want to be called 
out of a stock.  

With a put, you typically roll in my system, to avoid being “put” a stock – 
meaning you to have to buy it at the price of the strike of the put contract 
you sold.   
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You should never roll unless the action results in a position being cash 
neutral or even better, cash positive.  

Rolling:  A Roll Trade is a continuation of a position through the purchase 
of the put or call option contract you have sold and the sale of another 
put or call option at a different strike price.  

It is important to view the sale of a put or call, as the beginning of a 
position – not a one-time trade – and the goal is to eventually close that 
position with a cash profit.  

This seems to be the biggest gap investors have had with this tactic, 
especially experienced options buyers. You do not measure the gain or 
loss of the first contract you sold, you have to measure the gain of the 
overall position once it is closed. 

When you sell an option you collect cash and sell an obligation – an 
obligation to buy a stock at a fixed price if you have sold a put, an 
obligation to sell a stock at a fixed price if you have sold a call. 
Theoretically, you should be willing to own or sell a stock at the price of 
the option you sold but, well, theory is only good for political candidates 
and economists.  

In the real world, many of you do not want to tie up your capital do not 
want to part with a hot stock. So there are times, based on the movement 
of the options, you do not want to purchase a stock or you do not want to 
sell a stock.  

To avoid this, you roll your put position to a new strike time period and 
perhaps even a new strike price. 

And with when you roll a covered call, it is always a 100% happy event – it 
means your underlying stock position is appreciating. 
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What	  Is	  a	  Roll?	  
A roll is the continuation of a position through the purchase of the put or 
call contract you have sold and the sale of another put or call.  

It is one transaction (buying back a 
position and selling a position) and you 
only pay one broker transaction fee. 

With a call, you continue a position 
because you do not want to be called 
out of a stock.  

With a put, you typically roll in my system, to avoid being “put” a stock – 
meaning you to have to buy it at the price of the strike of the put contract 
you sold.   

 
You should never roll unless the action results on a position being cash 
neutral or cash positive. It is important to view the sale of a put or call, as 
the beginning of a position – not a one-time trade – and the goal is to 
eventually close that position with a cash profit.  

This seems to be the biggest gap investors have had with this tactic, 
especially experienced options buyers. You do not measure the gain or 
loss of the first contract you sold, you have to measure the gain of the 
overall position once it is closed. 
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Why	  Do	  We	  Roll	  a	  Position?	  

Rolling an option position is a time honored practice and so embedded in 
the industry you can find the transaction “roll” on your online broker 
screen.  

I mention this now to emphasize this is not only nothing new, it is such a 
common practice brokers have made it a transaction you can execute in a 
couple of seconds.  

And there is one transaction fee instead of two separate broker 
commissions. 

There are a number of reasons why we roll an option position we have 
sold: 

Protection: To protect against being put shares or to… 

Avoid Capital Loss: To avoid buying back a position with a capital loss or 

Avoid Being Called Out: To avoid being called out of a stock that is 
appreciating in value, we roll the call forward to the next week or month. 

Maximize Profits: This is my favorite benefit when it comes to rolling a 
position and it happens far more often then you think. Many times when 
we roll a position through a series of roll extensions, we actually will 
increase the cash we collected from the original position. 

That means as we go through each roll transaction (a “buy” and then 
another “sell”), we can boost the “net” premium in our position and end up 
with increasing our cash position by 20%, 30% or sometimes even 
doubling the amount of cash since the first transaction.  

Yes, when it comes to rolling a “put” position you have sold, it does mean 
that your capital to support the put could be tied up for longer (to either the 
next strike date unless you buy it back early).  
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But when the outcome of that capital support extension results in a 
positive cash trade (you protect your capital) or even better you increase 
your cash position, then it’s a win-win and almost always well worth the 
time-value of holding that capital position for the additional days or even 
weeks. 

 

When	  Do	  We	  Roll	  a	  Position?	  
If it is a weekly option and the option is clearly 
out-of-the money in the last few days of the 
week, well, you will need to roll it barring a Friday 
miracle. 

With a monthly option you have a longer time 
period to wait before you have to make a 
decision to roll, but again, it comes down to the 
last day or two before option expiration Friday 
(the 3rd week of the month). 

When a stock is moving to and fro, check the 1, 3, 5, and 10-day volume 
support for the shares. These may tell you if there is support at the strike 
price of the put you are considering and if so, you will want to hold on as 
long as is practical. 

However, if the stock is in a clear downward trend you cold be put the 
shares even if the share price is a ten cents or less above the strike price 
at the close of the markets on Friday. And this means you should roll the 
position. 

If a weekly option position is deeply in the money. This very rare but it 
can happen and you should roll early in the week the option expires, 
preferably Tuesday or Wednesday. 
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If a position is clearly in the money, with the stock having little chance of 
climbing above the strike price of the put sold, the position should be 
rolled before noon on Friday. 

If a position is moving to and fro around the strike price, and it is uncertain 
if it will close in or out of the money, you can a) wait it out until a few 
minutes before the close or follow the above guideline and roll around 
midday. 

What is the target price to close a rolled position? 

We should always be looking to generate cash and income and a double-
digit return on capital. 

If you roll a weekly more than three times it is time to look at breaking 
even and closing the position to free up capital. 

If you roll a monthly more than twice, it is time to shoot for break even to 
free up capital. 

 

Rolling	  a	  Monthly	  or	  Weekly	  Option	  Position	  
The mechanics to roll a monthly versus a weekly option are very similar. 
You will have more time to follow the price movement on a monthly option 
you have sold. 

When do you switch from rolling a weekly into a monthly rather than 
another weekly? 

When the math works the simple calculations used to calculate the 
potential rate of return will tell you what is best, from a pure mathematical 
viewpoint. 

You must be aware of events such as earnings, product announcements, 
and so on. This should help you determine if you want to select a weekly 
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or a monthly option. The monthly gives you more time for a position to 
recover if the market does not like what it hears during an announcement. 

When should we roll for profit and not just to protect capital? 

This is a matter of simple math and the short-term movement in the stock. 

The math is that of a new position. Do calculations as if you had never 
sold a put in that position before. 

The 1, 3, 5, and 10-day charts best measure the short-term movement of 
the stock. Also check to see if the stock is about to hit the 50-day or 200- 
day moving averages. If these serve as a ceiling, the stock could bounce 
down abruptly if it fails to pierce these levels. 

 
What about long-term positions we have to roll and roll again?  

Once or twice a year based on the history of this service, positions simply 
do not work as I had hoped. If the story behind the company and the stock 
have not changed, and you believe the market has it wrong, it is time to 
accept the shares and sell calls. You could generate more cash and over 
time stand a better chance of making a profit if you do so. 

Rolling	  and	  Generating	  Extra	  Income	  
There are many, many kinds of “rolls” – I have used only one so far in the 
service but there are several kinds you will see over time. At their core, 
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they are all the same and the important thing to learn and remember is the 
purpose of rolling is to preserve capital and to generate cash to give 
yourself a better chance of generating a profit when the position is closed. 

The	  Ongoing	  Roll	  
After a period of time you often become familiar with 
a company and the movement of it’s stock.  Once 
you acquire this familiarity, why not trade it? In my 
own portfolio I work some names with great 
frequency and to great success. 

Puts: Selling puts every week or month on the same name gives you a 
great deal of flexibility and enables you to make money when a stock is 
flat or even moving down as long as it is doing so slowly. 

For example, you could sell an Apple (AAPL) November 112 Puts, six 
trading days out, with the stock trading at $112.81. You receive $.95 of 
premium or $95 for every AAPL option contract you sell. Do this six times 
a year and generate a 21% annualized return.   

You could also sell the General Motors GM April 32 Puts.  Do this 
twelve times a year and generate a 15% annualized return. 

If you follow these stocks and know them well you can execute this tactic 
and generate solid if not spectacular returns – hit singles and doubles, no 
home runs - with a very low maintenance, low risk approach.  

Calls: In today’s stock picker’s market which is supported by a generous 
Federal Reserve, you will make more profit owning shares and selling 
calls on a name that is rising than if you sell puts. 

If you learn to do this well, you benefit from the premium generated by the 
call as well as the profit made when the underlying stock moves in your 
direction. You must be willing to be called out and buy the shares back 
assuming you still believe in the company and the stock. 
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The best way to do this with weeklies is if the stock is moving up, sell one 
or two strikes out.  Sell one strike out or one strike in the money if the 
shares are moving down. If you are selling monthlies, always sells at least 
one strike out. 

Never forget to do the math.   Make sure the premiums generate the 
income you need to hit your goals.  If you are called out, then the premium 
plus the profit from being called out should exceed your income goals. 

Here are the stocks to look at if you are considering trading a name on a 
perpetual basis. This list is not based on technical data but rather on the 
quality of the company and the direction, for the past 6-12 months, of the 
shares.  

Some of these stocks are “double dividend plays” others simply have 
excellent premiums and excellent prospects. 

 

Watch the energy sector, including these stocks… Gulfport (GPOR), 
Tesoro (TSO), SeaDrill (SDRL), Transocean (RIG), and Devon (DVN). 

 

Watch Tech, specifically the Apple Ecosystem…Apple (AAPL), SanDisk 
(SNDK), Micro (MU), Corning (GLW), and Qualcomm (QCOM). 

 

Watch the top 20% of consumer stocks…General Motors (GM), Bank of 
America (BAC), Williams Sonoma (WSM), Tiffany (TIF), Coach (COH), 
Expedia (EXPE), and American Airlines (AAL). 

 
And, of course, there is always Gilead Sciences (GILD). 
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Rolling	  Trade	  Case	  Studies	  
Rolling	  SanDisk	  (SNDK).	  	  
Here is the setup – let’s say in November you sell the SanDisk November 
90 puts due a recommendation based on my belief chip stocks are moving 
and SanDisk in particular looked good due to their heavy presence in the 
flag memory marketplace.   

Selling	  the	  Put	  Option	  
The stock is trading at around $90 and you sell a SNDK November 90 put 
in anticipation of the stock continue to move up in the coming weeks.  You 
collect $1.00 of premium for selling the SNDK Nov 90 put and you support 
this position with $9,000 of capital for every option contract you sell. 

Each contract you’ve sold is a promise you would buy the 100 shares for 
$90 at the end of the third week of November if SNDK stock were to be 
priced below $90. 

Then, SanDisk’s stock price falls when the market sold off about three 
days before November expiration – the day you will be put the stock – the 
stock is now at $88. You do not want to buy the stock at $90, so you 
would roll the position.  

 
Rolling	  the	  Position	  
Here is the math calculation.  

Let’s talk about cash for a minute – this service, this process, your 
transactions, your positions are all about cash.  Not percentages this or 
parabolic that – it is all about generating cash and staying cash positive in 
a position. Not on a trade, a position. Think cash think about positions, not 
individual transactions. 

We sold the SNDK Nov 90 put for $1.00 per contract and now we’re going 
to roll the SNDK Nov 90 put to a new strike price in December. 
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Original Trade:  SELL SanDisk (SNDK) Nov 90 put option  

Premium (Cash Collected): $1.00 or $100 per contract sold. 

Cash in Position:  $100 per contract 

So now in the roll transaction we would buy the SNDK Nov 90 put back for 
$1.75 per contract and at the same time, and sell the SNDK December 90 
put for $2.25 per contract. That’s all in the same transaction. 

Let me repeat, one transaction.  

The Roll Trade (One Transaction): Roll SNDK Nov 90 put to SNDK Dec 90 put 

BUY: Buy SNDK Nov 90 put for $1.75 or $175 per contract 

SELL: Sell SNDK Dec 90 put for $2.25 or $225 per contract 

Cash in Position:  $150 per contract ($100 - $175 + $225) 

This simple recap of the transaction says it all – and when you roll, your 
target price to buy a contract back changes.  

You can either target being cash neutral – and here that would be buying 
it back for $.00 or less – or you can try to make a profit if the position is 
moving our way. 

Here are the screens I see from my broker. (screen shots)  

One screen. One transaction.   

If you cannot do this with your broker, you need to do it either seconds 
apart or get a new broker.  I urge you to consider only those brokers that 
simplify this process. 

When you look at this screen you can see the drop down boxes and you 
can see how easy it would be to change anything – the expiration date, 
the strike price, even the underlying security. 
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Here, using the kind of flow diagram I used in the training course, you see 
the simple math of the transaction. 

And let me emphasize the beauty of simplicity before we move on – this is 
the order preview screen I see before I roll a position. My broker puts it all 
there including the cash I will generate from the transaction.  

One transaction, please keep that in mind. 

 

Rolling	  Multiple	  Positions	  
Sometimes given certain market conditions, we need to roll a position 
more than once to protect capital and garner a profit.  

Rolling involves a series of transactions that results in a profit or 
occasionally you break even. The following example is direct from Options 
Income Blueprint and is instructive for it involves rolling to extend profits, 
then rolling to recover, all in one series of what turned out to be highly 
profitable transactions. 

Tesoro	  (TSO)	  Roll	  Trade	  
Tesoro Corporation (TSO) is an independent 
refiner that gets more and more of its crude oil 
from fracking, reducing their input costs due to 
reduced transportation and related costs. TSO 
owns 6 refineries (about 850 bbl/d of capacity) 
and owns more than 2,300 gas stations under 
various brand names. 

The key to Tesoro is the location of those refineries. The company has 
slightly more than 85% of its capacity on the West Coast and in the next 
4-5 quarters the amount of fracked, cheap to transport and high quality 
fracked crude oil from the Bakken formations will jump from 50,000 a day 
to 325,000 per day. This pushes aside far more expensive crude brought 
in from Alaska and can boost margins by up to $5 per barrel. 
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On September 16th I recommended selling the TSO September $62 put for 
$0.45 of premium or $45 per contract sold. 

Original Trade:  SELL September Tesoro (TSO) Sept 62 put option  

Premium (Cash Collected): $0.45 or $45 per contract sold. 

Cash in Position:  $45 per contract 

Three days later, I recommended that we roll the Tesoro 
(TSO) September Monthly 62 puts not because we have to but because of 
the premiums available through this trade. 

On September 19th we bought back the TSO September 62 puts for $0.30 
or $30 a contract and sold the TSO September Week Four 62 puts for 
$1.00 or $100 per contract  

We increased our cash in the trade to $115 ($100 we collected, less the 
$30 we paid to buy them back, plus the $45 we received for selling the 
Sept 62 Puts at $45 = $115). 

The Roll Trade ONE (One Transaction): Roll TSO September 62 put to TSO Sept 
Week Four 62 put 

The BUY: Buy TSO Sept 62 put for $0.30 or $30 per contract 

The SELL: Sell TSO Sept Week Four 62 put for $1.00 or $100 per contract 

Cash in Position:  $115 per contract ($45 - $30 + $100) 

Oil sold off again so even though we increased our cash position, it was 
best to roll the puts forward one more time.   

On September 26th we again bought back our September Week Four 62 
puts for $2.30 per share or $230 and we sold the TSO October Weekly 
One 62 puts for $3.05 a share or $305. 

Again, we actually INCREASED our cash position in the trade to $190 
($110 from the first roll, less the $230 to buy back the September Week 
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Four 62 puts and add back the sale of the October Week One 62 Puts of 
$305 = $193).  

The Roll Trade TWO (One Transaction): Roll TSO September Week Four 62 put to 
TSO Oct Week One 62 put 

The BUY: Buy TSO Sept Week Four 62 put for $2.30 or $230 per contract 

The SELL: Sell TSO Oct Week One 62 put for $3.10 or $310 per contract 

Cash in Position:  $190 per contract ($45 - $30 + $100 - $230 + $310) 

I know it sounds complicated but can you see the beauty of this strategy? 
Instead of losing money on an income trade or getting put the TSO, we 
are actually building slightly larger cash position with each roll. 

On October 7th I recommended buying back the TSO October 62 Puts for 
$.80 a share or $80 and close the trade. 

 

Closing Trade:  BUY TSO OCT Week One 62 put option  

Cost: $0.80 or $80 per contract sold. 

Cash Collected in Position:  $110 per contract 

That let our Options Income Blueprint members get out of the trade with 
$110, more than double the original $45 per contract that we opened that 
trade on September 16th. 

Below you can see the details of these two roll trades in one chart. 



	   27	  

Tesoro	  Corporation	  (TSO)	  Roll	  Trade	  Summary	  

 
Most of the trades to not extend this long or include 3 “rolling” trades, but 
from-time-to-time this happens when the market doesn’t cooperate. 

But in a traditional trade where there is no “roll and recovery,” you would 
have had two choices if your trade moved against you. 

1. You would have been put the TSO at $62 and have to pay $62 x 100 
shares or $6,200 for every contract you sold.  That may be ok if 
wanted to own the TSO at $62, but the TSO was already priced 
under $62.00 at the time of the first roll. 
 

2. You could’ve opted out of the trade by buying back the original TSO 
September $62 for around $3.80 or $380 and taken a $263 hit to 
your capital.  Not a good solution. 

Or, you follow the patient but certain way to get out of this trade with your 
capital intact and even make a little money (On some roll trades, we have 
generated hundreds of dollars in cash after one to three rolls). 

But most important, you are getting out with at least the $6,200 per 
contract you had to have in your account to support this income trade so 
you can continue to deploy it for new income trades. 
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Gulfport	  Energy	  (GPOR)	  “Buy/Write”	  Covered	  Call	  Trade	  
(Or Rolling a Call Position is always a “Good Thing”) 

This is a good example of why it’s always a “good thing” to 
roll a call forward. 

This is a trade built around one of the most successful 
Options Income Blueprint trades in 2014. In my service, we 
found ourselves with a put that was in the money, we 
accepted shares, sold calls and made a very nice profit. I 
am using this experience as the basis for demonstrating 

how best to roll a call – again and again. 

The company is Gulfport Energy (GPOR), an oil and gas outfit with a 
new and wonderful gushing set of wells in eastern Ohio using fracking and 
greatly expanding out put every quarter. 

The stock can be volatile because Wall Street – well not everyone there 
but most people there – do not understand the economics of fracking and 
assume all fracked wells are very expensive to produce from. This mans 
when oil prices fall, the lemmings and traders on Wall Street run for cover, 
including from Gulfport. 

The original position was to buy the shares at $52.50 and sell $55 calls.  

Original Trade:  BUY Gulfport (GPOR) at market ($52.50) and Sell GPOR  
Oct 55 Call option  

Premium (Cash Collected): $1.20 or $120 per contract sold. 

Cash in Position:  $120 per contract 

The stock sold off to $50.  

You buy back the calls and sell the $52.50 calls.  

The Roll Trade ONE (One Transaction): Roll GPOR Oct 55 calls to GPOR 52.50 calls 
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The BUY: Buy GPOR Oct 55 call for $.30 or $30 per contract 

The SELL: Sell GPOR Nov 52.50 calls $1.50 or $150 per contract 

Cash in Position:  $240 per contract ($120 - $30 + $150) 

 

You just doubled the amount of income in one roll trade when the stock 
sold off. 

Then, GPOR stock price bounces back, you are in the money, and you 
buy these back and sell a further out $55 call. And you have a new cost 
basis below $50. 

The Roll Trade TWO (One Transaction): Roll GPOR Nov 52.50 calls to GPOR Nov 55 
Calls 

The BUY: Buy GPOR Nov 52.50 calls for $2.00 or $200 per contract 

The SELL: Sell GPOR Nov 55 calls for $2.50 or $250 per contract 

Cash in Position:  $290 per contract ($120 - $30 + $150 - $200 + $250) 

The math you see is very typical of how a longer term equity investment 
can be used to generate great gobs of cash if managed closely, rolling in 
and out of call positions as you become more and more familiar with a 
stock  

Now that’s a powerful way to generate “real income” selling options! 

Rolling,	  Recovery	  and	  Cash	  Boosting	  
While rolling doesn’t happen that often, it’s nice to know you can follow a 
strategy that is certain to prevent you from eating away at your capital and 
reducing your overall ability to generate income. 

Properly done, a roll will typically increase your cash coming out of a 
position and buy you time to conclude the position successfully and not 



	   30	  

lose a dollar of capital. I always start with that thought – do not lose any 
capital. Capital tied up a few extra weeks in a position, it is not lost, it is, 
well, still working for you.  

 

When you buy a car or a bottle of shampoo, do you think it is 2.9% more 
than it cost a year ago or it will consume some percentage of your monthly 
income after taxes? I don’t think so. You keep it simple – what is this 
going to cost – and in my system, simplicity is key. Track the cash. When 
you roll a position – when you respond to an alert I send out about rolling 
– it is all about cash. And preserving capital 

Your goal is to generate consistent cash and income, each month, and to 
do that your first task is to maintain your capital base. End of story. If that 
base goes down, your ability to generate cash and income goes down. 
That is why we roll. “Do no harm” to your capital base is the first priority.  

Do you want to tie up your capital? Of course not – but it sure beats losing 
that capital. 

Rolling is unique to what we do when generating cash and income on a 
week by week, month by month basis. A unique bonus for all of us. That 
said, it is not an add-on tactic, it is central to this income strategy. The 
track record speaks for itself. 

You too can be profitably unique and separate yourself from the income 
crowd and from other traders and investors. 

Bottom line:  You must not view the sale of an option as “the trade.” It is the 
beginning of a position that could involve two or more transactions with 
the goal of returning a healthy cash profit. Without accepting this reality 
you will continue to feel uncomfortable with rolling.  
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Bottom line: A roll is just another transaction that can be executed in 
nanoseconds. Properly done, they typically increase your cash coming out 
of a position and buy you time to conclude the position successfully and 
not lose a dollar of capital. I always start with that thought – do not lose 
any capital. Capital tied up a few extra weeks in a position, it is not lost, it 
is, well, still working for you.  
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be replicated by institutional investors of any size and therefore independent of fads 
and trends that change too often to provide a consistent approach for individual 
traders. 

In addition to his advisory services, Mr. Shulman is a prolific writer and the author of 
Sell Short -- John Wiley, 2009, and many articles appearing in everything from the 
Los Angeles Times to investment blogs, including his own, NewNotNormal.com and 
on SeekingAlpha.com. Mr. Shulman has appeared many times on Fox Business and 
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