
 

The Perpetual Income Engine  
MODULE THREE GUIDE 

 
Session One: 

Constructing a Perpetual Income Engine 
Trade 

In this session, I’m going to walk you through a step-by-step trade execution 
process so that you will get comfortable about how you can make this trade 
yourself. 

Case Study 

We’re going to use Gilead Sciences (GILD) as our case study for the 
construction of a Perpetual Income Engine trade. 



 
Let’s assume Gilead is currently trading around $122 per share.  

This trade will open on a Monday of a weekly option cycle that is the first 
week of the month, meaning there are five days until the expiration of a 
weekly put and three weeks before the expiration of a monthly put.  

Let’s start by selling a monthly option. 

We will sell the GILD July 120 put, an in-the-money put option. 

Why this put? 

Let’s start by looking at the six-month chart of Gilead. The stock tried to 
make a run past $120 and could not hold its momentum.  

6-Month Chart of GILD Stock 



 

The next step is to check the ten-day chart. The volume bars on the left show 
$120 is exerting a lot of pull on both bulls and bears.  

10-Day Chart of GILD Stock 

 

 

This three-day chart shows the stock bouncing off of $122 – when the stock 
failed to break out, traders came in and sold the stock off. 

3-Day Chart of GILD Stock  



 
Knowing $120 is a major force, you move on to the options chains.  

GILD Monthly Put Option Chain 
The first chain you look at is the monthly chain and you only look in a 
relatively narrow range as you see $120 being the level the stock will trade 
up to an earnings announcement coming out after this cycle of monthly 
options expires. 

 

Now check out the weekly option for the current week.  

GILD Weekly Put Option Chain 
The GILD 120 put option has a Bid of $1.00, an ask price of $1.20 if you 
settle on the middle between the Bid and the Ask, for $1.10. This is an 
absolute return of slightly less than one percent in five days, more than 50% 
on an annualized basis.  



 

 

We will sell the weekly put option to start this trade. 

First, all things being equal, if you are not called out, and the stock stays 
roughly flat, you will generate more cash selling three weekly options rather 
than one monthly option. 

Second, given legitimate uncertainty that the stock could easily break past 
$120 and run, a weekly is easy to roll into another call at a higher strike 
price, enabling you to capture more appreciation from the movement of the 
shares. 

 

Place the Order 

Now it’s time to place the order. 

The trade order will read like this: 



Sell the GILD Week One 120 Put for a Limit Order of $1.10. 
After you’ve entered the prices and dates, you can preview the order in your 
broker screen to make sure you have your intended trade components. 

 

Now it’s time to place the order.  

The first step of your Perpetual Income Engine trade is done. 

You are done.  And you are ready for the second half of the PIE trade. 

Assignment and Selling Call Options 

In this trade execution lesson we are going to assume that you will be 
assigned the GILD shares at $120 per share. But that is not your cost basis. 
Your cost basis is $18.90.  

That’s $120 per share of stock you were assigned minus $1.10 per share of 
put premium for $118.90. 

Assumptions 

Target price of $125 per share 

Target of 25% annualized return 

Charts still say $120 is a strong ceiling price, short term 

Leery of earnings in four weeks 

You are willing to sell the shares if the right mixture of call 
premium and strike price is available 
If you own shares of GILD at $118.90, you must have an exit price and 
strategy in mind.  



Since are focusing on the execution of the trade, let’s say you target price to 
exit the stock is $125, especially with earnings less than a month away. Yes, 
you are trading Gilead for the long haul but are leery of a market reaction to 
the next earnings report. 

Your cost basis is $118.90; you want to walk away, long-term, with 
something approaching a 25% return on the investment, but your short-term 
target is $125 target and you do not want to sell a call into the company’s 
earnings announcement. 

GILD Monthly Call Option Chain 

Let’s look at the monthly options chains for Gilead July call options. If you 
sell the GILD July 121 calls, you get closer to your target – this last trade 
will reduce your cost basis $2.10 a share to $116.80 and you will be through 
with the position before the company's earnings announcement. 

 

What if you are not called out?  

You will have netted $3.20 per share in four weeks. Do your rate of return 
calculations and you end up with a 32% annualized rate of return due to 
based on the period of time you are in the position. 

GILD Weekly Call Option Chain 

Next, let’s look at the weekly options chains for July calls. If you sell the 
GILD July 121 calls, you get closer to your target – this last trade will 
reduce your cost basis $1.15 a share to $117.85 and have you two more 
weeks you can sell weekly calls before exposing yourself to the company's 
earnings announcement. 



 

What if you are not called out? You will have netted $2.25 per share in two 
weeks. Do your rate of return calculations and you end up with a 70% 
annualized rate of return due to the very short period of time you are in the 
position. 

Decision Point 

You choose the 120 weekly? Why? 

 

First, you believe the $120 price point will hold and provide a pull on stock, 
enabling you to buy back the $120 call before expiration with a profit. 

Second, if the stock breaks out you still have a good trade, a profit of $2.25 
on a position requiring $120 per share in capital in just two weeks. That 
annualized return, as I said is roughly 49% 



Last but not with potential profits that large, you ask yourself why go into 
earnings with that profit on the table? You can sell another put the day 
before earnings and resume the trade. 

Summary 

A couple of other points. 

To execute the trade, manipulating broker screens takes less than thirty 
seconds. 

When you trade Perpetual Income Engine Stocks, setting target prices, 
understanding the what charts are telling you and other factors related to 
stock movements becomes a reflex after a relatively brief period of time. 

And, while this extended example of Gilead is quite real, it is also of a 
rapidly rising stock based on fundamentals. GILD is not a momentum, high 
multiple stock. Most reasonably priced shares do not move this fast. And 
when this happens, selling puts and calls, generating cash and reducing your 
costs basis is actually more important than when you do so on a rapidly 
rising stock 

I want to move on to the review of a real world series of transactions in 
Gilead over the course of several months – a real PIE trade made by 
members in my services. 

 

Session Two: 
Trade Example  

A Walk Through a 
Perpetual Income Engine Trade 

It is time to walk through a series of real world PIE trades executed by 
people such as yourself – individuals looking to generate cash, income and 
profit. I am sticking with the same stock we’ve been following, Gilead 
Sciences (GILD). 



Here is how the entire sequence of trades played out.  

This trade is reconstructed from real world trades and the numbers are both 
powerful and representative of prices and movement sin the share price. The 
period of time in is three months and two weeks. And represents only one 
half the trades made in a six-month period. 

 

During the period of time covered by the trades in this table the stock was up 
only 1.5%, while our Perpetual Income Engine trades were up 9.5%.  

As the stock began to run through the next round of trades, the tally after six 
months was a stock up 22.4 percent, while the profits in the PIE trade over 
the same period of time were  

Stock up 1.5% 

PIE positions up 9.5% 

Over longer period of time, stock up 22% 

Over same period of time, PIE positions up more than 35% 
And as you walk through this with me, do not think Gilead is a one-off – I 
recommend and trade several stocks with equal frequency, including Tesoro, 
Blackstone, Expedia and Apple. And this list changes every quarter. 

The Opening Trade  
We opened with the sale of an at the money put – the 95 put on the sixth day 
of the month – in the middle of the second options week of the month. This 



generated $1.75 in cash. Why sell a monthly and not a weekly? That is a 
discussion that could go on forever given the different trading styles among 
traders – in this case the premiums were more than acceptable as a stand-
alone transaction and as a PIE position. 

Sell GILD monthly 95 put eight trading days before expiration 

Collect $1.75 premium 

The Put expires worthless 
And they did expire worthless. Net cash in, a buck seventy-five and a cost 
basis, since we did not own the shares yet, of a minus one seventy-five. 

PIE Trade #2 
At the open the following Monday we sold another put, this time the GILD 
Week Four 98 for $1.21. And again, the puts expired worthless. The cost 
basis is, well, we don’t own the shares yet. But we have collected $2.96 
from the sale of both puts and that will lower our cost basis if and when we 
are assigned the shares. 

Following Monday sold the GILD Week Four 97 put for $1.21 

Total cash-in-hand: $2.96 per share or $296 per contract 

Put expires worthless 

 

PIE TRADE #3 
The following Monday the stock sold off a bit and then we sold the GILD 
Week One 97 put for $1.30 and that Friday, the 6th, the stock closed at 
$96.48 and we were assigned the shares at $97.  

Or were we? 

The sale of three puts had generated $4.26 in cash, so our real cost basis was 
not $97 but $92.74. The stock closed at $96.48 so we were already up on the 
position $4.06. 



We sold the next month GILD Week One 97 put for $1.30. 

Assigned shares at $97.00 

Real cost basis $92.74 

Stock closes at $96.48 

 

PIE Trade #4: 
After looking at charts and upcoming events we sold the close-in GILD 
monthly 97 Call option for $2.80. This lowered our cost basis to $89.94 and 
raised the amount of cash in our pocket to $7.06. 

Roughly two weeks later we were called out at $97 and now had a roughly 
$7 profit in six weeks. That is an annualized return of more than 60%. 

Sell the GILD monthly 97 Call for $2.80 

New cost basis $89.94 

Called out at $97.00 

Profit of $7.04, annualized return of 63% 

 

PIE Trade #5: Starting It Up Again 
What to do now that we do not own shares? Sell a put of course. 

We turned around and sold next month’s $100 for $1.95. It was in the 
money but charts said $100 would be a rallying point for traders – and with 
almost $21 in premium we had enough cash to buy it back before it expired 
if the sock temporarily sold off. 

Adding that two dollars to the cash we had collected – we were now up to 
$ 8.99 in cash and a new cost basis, if we were put the shares at $100, of 
$90.01. One month later the stock closed at $102.29.  

Do we trade it again? Yes. Time to sell a put.  



Sell the GILD 100 Put Option for $2.80 

New cost basis $90.99 
This series of trades clearly shows PIE trading works in the real world. 

And in the real world we were not done. As I mentioned earlier, we 
continued to trade Gilead – and still are – and since that first trade and right 
now, the stock is up around 22%, our return from Perpetual Income trading 
is more than 35%. 

The table you have seen in this session is a modified version of a download 
from my broker. Unfortunately brokers do not make tracking a PIE trade 
very easy.  

It is best to start with your broker screens and downloads and modify them 
as needed to track your PIE positions. Let me walk through the table, 
column by column, to provide some guidance on how you can set up your 
own tracking system. 

This is an expanded version of the table I presented earlier in the session 
based on various trades in my services and from my own account. This is 
what I use, a bit simplified, to track my trades. 

The left hand columns are self-explanatory and show the date a trade was 
put in place and what option was sold.  

 
The next three columns show the relationship of the price of the shares, the 



strike price and the resulting premiums. These columns should give you a 
sense of how rich the premiums were and why Gilead is such a wonderful 
PIE stock. 

 
 

I have been emphasizing how important it is to understand the cost bases of 
your positions. This column reflects the premiums collected over time and 
gains on losses on shares when you are called out of the position. 

 
The column for cash is something you will never get from a broker – but if 
cash is as important to you as it is to me it is very important you see how 



much cash is being thrown off by a position. 

 
 

Summary 
There you have it – how to trade a Perpetual Income Engine stock and how 
this works in the real world. This trade in Gilead actually understates the 
value of Perpetual Income Engine trading because the stock ran so much so 
fast. If a stock goes up just a few percentage points, or not at all, the 
premium and profits from selling puts and calls becomes a much larger 
contributor to the overall profit in a position. 

 

 

 

 

 

 

 

 



 

Disclaimer Notice 
DISCLAIMER: This is educational and informational content for buying stocks and 
selling options to generate income. Nothing presented in this coaching or training 
program is intended as, or should be construed to be, a recommendation to buy 
or sell any specific security. These are not recommendations. This information is 
provided for educational and informational purposes only. Use this information at 
your own risk.   

LIABILITY:  Readers agree to hold Traders Reserve, LLC completely harmless 
and free from liability of any kind as a result of using the techniques and 
strategies described herein.  This program and content is for educational and 
informational use only.  Use caution and seek the advice of an outside registered 
investment advisor. Prior to making any investment or trading decisions, reader 
agrees to exercise due diligence when it comes to making trading decisions and 
all information that has been provided herein should be independently verified.  
You agree the Traders Reserve, LLC is not responsible in whole or in part for the 
outcome of your trading decisions.  There is no implied warranty for the fitness or 
suitability of this information for your use, and you expressly waive any liability or 
claim arising from such usage.  

U.S. Government Required Disclaimer – Stock, options and futures trading is 
not appropriate for everyone.  There is a substantial risk of loss associated with 
trading these markets. Losses can and will occur. No system or methodology has 
ever been developed that can guarantee profits or ensure freedom from losses. 
No representation or implication is being made that using any of the Options 
Income Blueprint strategies or tactics, or the information in this website or 
accompanying material will generate profits or ensure freedom from losses.  

HYPOTHETICAL OR SIMULATED PERFORMANCE RESULTS HAVE CERTAIN 
LIMITATIONS. UNLIKE AN ACTUAL PERFORMANCE RECORD, SIMULATED 
RESULTS DO NOT REPRESENT ACTUAL TRADING. ALSO, SINCE THE TRADES 
HAVE NOT BEEN EXECUTED, THE RESULTS MAY HAVE UNDER-OR-OVER 
COMPENSATED FOR THE IMPACT, IF ANY, OF CERTAIN MARKET FACTORS, 
SUCH AS LACK OF LIQUIDITY. SIMULATED TRADING PROGRAMS IN GENERAL 
ARE ALSO SUBJECT TO THE FACT THAT THEY ARE DESIGNED WITH THE 
BENEFIT OF HINDSIGHT. NO REPRESENTATION IS BEING MADE THAT ANY 
ACCOUNT WILL OR IS LIKELY TO ACHIEVE PROFIT OR LOSSES SIMILAR TO 
THOSE SHOWN. 

 

 



 

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.optionsincomeblueprint.com 
support@tradersreserve.com	  

 

 

 

	  

 


