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Lesson 1 
Monitor Your Covered Call Position 

 
The stock market is unpredictable and full of surprises.  You should not sell 
a covered call option and totally forget about it. You will have to do some 
kind of monitoring of your covered call trade position for most of the 
duration you are in the trade. 
 

 
 
Here are a few of key indicators you should remember when it comes to 
monitoring your monthly or weekly call option positions you’ve sold: 
 
An Overall Market Sell-Off in One Day:  If the broad market is selling off 
anytime during a given trading day, then you will want to check in to see 
what the sell-off is doing to your position and your stock price.  If the stock 
price is down but still well below your option strike price, you’re probably 
ok for the remainder of that day. 



	   3	  

 
 
Market Sells Off for Multiple Days:  Market sell-offs over multiple days 
in a week can impact your position, even if you’ve sold deep out of the 
money calls. If you get into two or more days of broad market selling, then 
you may have to take action with your position, and you’ll certainly need to 
monitor it more closely. 
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Sector Movement:  If the general market is flat or up, but the sector of the 
stock you are selling the weekly call is down, then you will need to check to 
see how your position is doing once or twice during the day. 
 

 
 
Stock Sell-Off:  If your stock is selling off independent of the market or the 
sector, then you may need to check the headlines around the stock to see 
what is causing this.  If it’s down slightly, it may be normal selling pressure 
and you can ignore it. 
 

 
 
News on Your Sector or Stock:  Again, many times stocks rise and fall 
based on rumors, news and stories.  If bad news comes out on your stock or 
sector, then you may have to check in to see if it’s working against your 
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trade. If your stock is down by 2% or more, then most likely some negative 
news around your stock is affecting the price. 
 

 
 
Earnings or Upgrade/Downgrades:  If the stock you are selling puts 
against is announcing earnings that week, it could and probably will impact 
the price of the stock and your weekly call position.  I usually don’t 
recommend selling weekly call options during the week of an earnings 
announcement for the company. 
 

 
 
There are general rules of thumb for monitoring your covered call positions 
that will depend on what type of call option you sell (Weekly, Monthly or 
even a Leap Call Spread) and how close to the expiration date you are when 
you sell the call. 
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If you sell a monthly covered call option several weeks from expiration, you 
can check the position every couple of days and more frequently as you get 
down to the last couple of days before expiration. 
 
First, if you sell a monthly call option against your underlying stock 
anywhere from two to three weeks out, you can check on your position at the 
end of each week until the last week before expiration. 
 

 
 
If you sell a call option 7 to 8 days out, you should check in each market day 
to see what is happening to your position. 
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If you sell a weekly call 2 days out on Wednesday (one of my favorite days 
to sell call options), then Thursday will be a key day to watch your position 
for any significant price movement. 
 

 
 
Friday Monitoring: Many Friday’s tend to be 
slower trading days and the market may not be as 
volatile as earlier in the week.  If the market 
opens flat to slightly up or down, and your stock 
is trading well above your call option price, then 
your position will most likely expire worthless. 
 
Friday Caveats:  On rare occasions, bad news or 
rumors can hit a stock, a sector or even the broad 
market on Friday anytime.  It’s not a bad habit to check-in one last time on 
your position at noon on Friday. 
 
 
Automated Trade Management 
 
Today with computing power and high-speed Internet connections, there are 
a number of ways you can automate the management of your call option 
trade positions.  Almost all online brokers who offer stock and options 
trading are able to accommodate automated trade management. 
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For many experienced stock and option traders, the most efficient way is to 
automate their trade and place a conditional order when they are executing 
their weekly option trade: 
 
Conditional Orders: Conditional orders let you combine two or three 
individual orders that will, if filled, either cancel or trigger additional orders. 
 

  
 
 
An OTA Conditional Order (one triggers another): Here, you submit an 
order to sell a weekly call option and if that order is filled, it will 
automatically submit another order—a “Buy Order” or “Buy back that 
option” at a pre-determined price.  That order will be in place for the 
duration of the trade or “good until cancelled.” 
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Conditional Order Example 
 
Order:  SELL Blackstone (BX) Stock November, Week Four 30 Call 
Option for $.50 
 
Place an “OTA” order to “Buy Back Your” BX November, Week Four 
30 call option when it reaches $.20 or $20 per contract. 
 
If Blackstone (BX) was trading closer to $29, your OTA order 
would trigger a “buy” when the November, Week Four 30 option 
reached $.20. 
 
The “buy back” trade is automatically executed for you and 
you spend $20 to buy the option back, but you keep $30 
per contract (less trading commissions). 
 
 
If you set your trade with the expectation of the position expiring worthless 
on Friday or you would rather make the decision to “buy back” one of your 
weekly option positions, instead of letting it automatically trade, there are 
other alternative ways to do this with your online broker. 
 
Setting Trade Alerts:  One of the easiest ways to monitor your weekly call 
position is to use your online broker’s alert system. These days, almost every 
online broker who offers options trading has an alert system that can send 
you an alert when a stock or option trade reaches a certain price level.   
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These alerts can be sent via email, text or automatically to your smart phone 
or tablet application to alert you of a stock price movement. 
 

  
 
At the same time you execute your trade you should set an alert to be sent to 
you. The alert should be triggered to send when the stock price of the option 
you are selling is within 2 to 4% being “in the money” of the strike price.  
 
When you receive the alert, you can then make a decision about how and 
when you will take action to manage your position. 
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Now let’s look at what you can do when your covered call position moves 
against you. 
 
 
 

Lesson 2 
Managing a Position That Goes 

Against You 
 
There will be times when your covered call position move against you and 
you will have a decision to make.  That’s usually a good thing for most call 
writers because it means the price of your underlying stock is going up 
giving you more capital appreciation in your account. 
 
I reviewed a number of scenarios above in monitoring your position and 
now it’s time help you with managing a position that goes against you. 
 
If your underlying stock is up leading into expiration Friday and is trading 
above your strike price, two things could happen to your position. 
 

 
 
First, if the price of the stock finishes over but close to your strike price, 
your option position may still expire worthless and you keep the entire 
premium. The buyer of your option contracts has decided not to “exercise” 
his right to exercise “call” the shares from you. 
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But in most cases, the buyer of your call option will decide to exercise his 
contractual right and purchase the shares of your stock at the strike price and 
you will have to sell them your stock.  
 

 
 
With the second scenario, you have several choices of action to take. 
 
Close the call position early with a smaller profit or even at break-even on 
the premium you collected.  If you are monitoring your open call position, 
and see that the stock has gapped higher then your strike, you can decide to 
close the position early, at a smaller profit or at break-even. 
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You could decide to let your stock be called away and you will receive a 
notice from your broker letting you know that the buyer of your option 
contract has decided to exercise their option and buy your stock.  
 

 
 
Being called out of your stock is not necessarily a bad outcome. If you sold 
the call option above your cost basis in the underlying stock, then you keep 
the premium you sold and at the same time capture the capital appreciation 
from the sale of your stock. 
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However, there is a third outcome for your trade and it’s a relatively simple 
strategy that allows you, the option seller, to avoid taking a loss or being 
called out of your stock. 
 

 
 
It’s called “Rolling Forward” and its worth the time for every investor to 
learn about how to “roll your option forward” when you are new to selling 
options. 
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Lesson 3 
Rolling Your Calls Forward 

 
I’ve said this many times to my service members and coaching students, and 
I’ll repeat it again here:  
 

“Rolling your covered call position forward is almost 
always a good thing.” 

 
Why? 
 

1. You Build Up More Cash In Your Account From the Roll Of 
Your Call Option To a New Strike Further Out. 

2. And The Value of Your Underlying Stock Price Increases. 
 
Rolling your covered call position forward is a critical and yet relatively 
simple tactic to learn and employ to help you avoid being prematurely called 
out of your stock.  
 
As I explained in the last lesson, there are alternative ways to handle a stock 
price rising above your strike such as buying it back early or even letting 
yourself being called out of the stock. 
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But if you want to avoid exercise on your covered call by the buyer of your 
option contract, the easiest way to manage this is by rolling the call position 
forward to a new strike price at a date further out. 
 
When you roll a position, you are buying back the call option contract you 
sold and selling a second call option further out for more cash than it cost 
you to buy back your original call option.  
 

 
 
In the roll trade, you will also decide and select a new strike date for your 
call position whether it be next week for a weekly call option or next month 
for a monthly call option or some combination. 
 

 
 
The concept of rolling can be a difficult thing to wrap your head around if 
you are new to selling options.  Execution on the other hand, is a breeze - in 
part because of broker screens.  
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You can do this in one, easy transaction by selecting the 
“roll option” on your broker order screen. Almost all online 
brokers that trade options will include a “roll” action as part 
of their transaction screens. 
 
It appears on my broker’s screen as “roll” - on other screens 
it may say, “spread” but in fact you are rolling from one 
week’s position, into another. 
 
You can always call your online broker for help if you are 
uncertain about the transaction process on your broker 
screen. 

 
 

 
 
Here is a scenario where a potential “roll forward” strategy makes sense… 
 

Covered Call Roll Trade Example 
 
You own 100 shares of GM stock in your portfolio and on Monday the stock 
is trading at around $29.75. That same day you sell a weekly covered call on 
your GM stock with a strike price of 30 expiring that Friday and you receive 
$.60 per share or $60 per contract sold. 
 

100 Shares of General Motors (GM) Stock 
Sell GM Weekly 30 Call Option 

Collect $.60 per share or $60 per contract. 
 
The stock price rises to $30.50 per share by Friday afternoon and you realize 
you are going to be called out of your stock if you don’t take any action. 
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That may be ok if you had purchased the stock at $29 and don’t mind selling 
the stock at this time. You would collect $1.00 per share or $100 for the 
appreciation of the stock ($30 minus $29 less commissions) and you would 
collect another $.60 per share or $60 from the covered call premium for a 
total of $160 of profit. 
 

If You Were Called Out 
 

Own GM at $29 and sell stock at $30 
Collect $1.00 per share or $100 per contract + $.60 per   
share or $60 per contract = $160 Total 
 
However, let’s say you purchased GM at $29 because you like the growth 
story in the company and you want to hold on to the stock because you 
believe that over time the stock will rise to $40 per share. 
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You don’t want to be called out $30 or break-even (before commissions), so 
what do you do? 
 
The only way to avoid exercise and being called out of the stock for sure is 
to buy back your GM 30 call option before the end of the day on Friday, and 
cancel your obligation to sell the stock.  The problem is, the call option 
strike you originally sold for $0.60 will now cost you $.85 to buy it back.  
 

 
 
Here comes the “roll forward” strategy that makes this work for you. 
 
You enter a “buy-to-close” order for the front-week 30 call strike. In the 
same trade, you “sell-to-open” a back-week GM 30-strike call, 7 days from 
expiration (rolling forward), which is trading for $1.10 per share. By doing 
this, you’ll receive a net credit of $0.25 ($1.10 back-week sale price - $.85 
front-week purchase price) or $25 per contract total. 
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Roll Forward Instructions 
 
Buy-to-Close GM Front-Week 30 Call strike 
Cost: $.85 or $8 leaving .25 per share or $25 per contract 
Sell-to-Open GM Back-Week 30 Strike 
Collect:  $1.10 or $110 in cash 
 
And that “roll forward” action brings your total cash from the sale of your 
call option premium collected to $.85 per share or $85 contract. 
 

A Net Credit From Roll Trade 
 
Original Covered Call:    + $.60 
Less Buying Back Call:      -$.85 
Sale of New Call:    +$1.10 
 NET CREDIT      +$.85 
 
And you’ve bought yourself another week to see if GM retraces in price 
back down below $30 so that your roll option expires worthless the 
following week. 
 
You went from a net cash premium of $60 from your first call position to 
$85 by simply rolling the option forward (exchanging contracts) to the 
following Friday.  
 
See what I mean?  That’s a good thing for you the income investor. 
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Here is the math: 
 

 
 
And now, if your stock retraces in price to below $29 by the next Friday, 
your 30 call option expires worthless and you keep the $85 of premium you 
have earned. 
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And, you still own 100 shares of GM stock and you can repeat the process 
by selling another covered call to collect more cash.  
 
So you see that by rolling a covered call forward 
you not only avoid having the shares called away 
from you while at the same time you build up and 
keep additional cash from the roll trade. 
 
And that’s why rolling a covered call forward on a stock that is rising in 
price can be a good thing. 
 
But what happens if the stock starts to sell-off instead of increase in price? 
 
In the next lesson I’m to walk you through how you can use my “roll” 
strategy to roll your call position “down” to collect more cash on a stock that 
may be in a temporary sell-off. 
 
 

Lesson 4 
Rolling Down Your Covered Call for 

More Cash 
 

Most investors think of selling covered calls on stocks they own as a hedge 
in case their stock sells off in the short term.  And they are correct. 
 
For others it’s an income play on the non-directional movement of a stock 
they own over time. And that’s right too. 
 

But as investors, we know stocks, even rising 
growth stocks, don’t go straight up for days and 
weeks or months without a pause in the price. 
 
And it’s in those inevitable down periods that 
selling covered calls on a stock that sells-off or 
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declines in price is an easy opportunity to pile up more cash from the stock 
you own. 
 
And we do that by “Rolling Our Covered Call Down.” 
 
“Rolling Down” is similar to our “Rolling a Call Forward” strategy but you 
end-up lowering your strike price and at the same time pick-up additional 
cash. 
 

 
 
Like rolling forward, we will roll out of our existing covered call position 
into a new strike price.  
 
Like rolling forward, we can roll into a new strike date … either a new 
weekly or monthly position further out in time. 
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Or, depending on how close we are to expiration and how much the stock 
price has sold off, we can roll into the same strike date as our previous call 
position. 
 
The execution of “Rolling Down” is quite simple for call option sellers.  
 
Let’s say you own a stock around $35 a share with a $36 covered call 
position that you generated $.75 in premium and now the stock begins to 
sell-off to around $33 per share.  
 
With 4 days before the call option expiration date, the premium drops to 
around $.10 a share and now you have a choice. 
 
You could do nothing and let the call expire worthless on Friday and sell a 
new call on Monday. 
 

 
 
You could, close the position early and buy the call back for $.10 and keep 
$.65 per share in profit before commissions. 
 
But, you don’t intend to sell the stock anytime soon, so in one easy step “roll 
your call position down” to a new strike price and a new expiration date. 
 
Let’s say you rolled your call position down to $34 for next Friday’s 
expiration and collect a net $.50 per share in the roll. 
 

 
 
If your stock continues to stay under $34, you keep the stock and keep the 
option call premium. 
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And then you continue to monitor your stock and repeat the cycle. If the 
stock sells-off further heading into your call option expiration, you can roll it 
down to a new strike next week or next month. 
 
Here’s a good trading example of how easy it is to “roll your covered call” 
down to a new strike price. 
 

General Motors (GM) “Roll Down” Trade Example 
 
Once again, let’s use General Motors (GM) for this demonstration.  
 
You purchased 300 shares of GM stock for $35 per share and turned around 
and sold next month’s 36 call option and received $.50 per share of 
premium. 
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GM price falls to $34.55 during a short-term market sell-off and the 
premium on your monthly GM 36 call option is now roughly seven and a 
half cents (between the bid of .06 and the ask of .09). 
 

 
 
You could buy back the 36 call option for $.075 and sell a new call position 
with a lower strike price and a different expiration. 
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Or, simply roll the call to a new strike position. 
 
You select “roll” on your broker screen and it will pop up an order form with 
a suggested roll trade pre-populating your order fields. 
 
Obviously, you will decide what new lower strike to sell and so you start by 
changing the order to sell next week’s GM 35 strike. 
 
The bid on the GM 35 is $.38 and the ask is $.42 so you split the difference 
and you’ll pick-up $.40 per contract on the new position. 
 

 
 
This gives you a net credit of $.33 (closing the original monthly GM 36 call 
and selling the new next week monthly GM 35 call). 
 
And that’s good. You pick-up another $.33 per share or roughly $99 in one 
week since you own 300 shares of GM and can sell 3 contracts. 
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Of course you could decide to go further out and sell next month’s GM 35 
call option. You will collect an even larger net credit of $.78 per share for 
extending the time out for 30 days instead of a week. 
 

 
 
If you think GM stock will be range-bound around $34 for the next month or 
so, then this would be a solid covered call trade.  Collecting an extra $234 
while your GM stock position basically doesn’t move is practically “free 
money.” 
 

 
 
What happens if GM stock continues to sell off and drop below $34 during 
the next month? 
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Simple, you roll your covered call down again. 
 
Part of monitoring your covered call positions is to be aware of your stock 
price from week-to-week or even day-to-day, and if GM stock sells off 
further next month, you could end-up repeating this “roll down trade” to a 
new strike at $34 or even $33. 
 

 
 
Remember, if long-term you are bullish on GM as a company and stock and 
you expect it to eventually sell for over $40 per share, then this short-term 
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sell-off is an easy way for call sellers to collect extra cash every month, 
every week or even every day. 
 
Rolling down is all about collecting more cash at a time when your 
underlying stock may be selling off over several days or even a few weeks. 
 
On some stocks with more volatility and rich premiums, you can even roll 
down several times before option expiration to the same strike date. 
 
More than once I’ve rolled down on my call positions at least two or three 
times in one week before expiration Friday and sometimes even two or three 
times in one day. 
 
This is where time decay is your friend. As your stock sells off or even if it 
doesn’t move in price much, each new day of a weekly call option time will 
create more cash. 
 

 
 
And when you own a good company that you believe in, rolling your 
covered call down on this stock is a great way to add more and more cash to 
an already strong position. 
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Traders Reserve Copyright 
 
All material in this report is, unless otherwise stated, the property of Traders 
Reserve, LLC. Copyright and other intellectual property laws protect these 
materials. Reproduction or retransmission of the materials, in whole or in part, 
in any manner, without the prior written consent of the copyright holder, is a 
violation of copyright law. 
 
A single copy of the materials available through this course may be made, 
solely for personal, noncommercial use. Individuals must preserve any 
copyright or other notices contained in or associated with them. Users may 
not distribute such copies to others, whether or not in electronic form, 
whether or not for a charge or other consideration, without prior written 
consent of the copyright holder of the materials. Contact information for 
requests for permission to reproduce or distribute materials available through 
this report is listed below: 
 

 
 
 

www.tradersreserve.com 
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