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trader, it's not about a high win rate or about hitting
homeruns. It's about consistency. Covered calls are a strategy
to reduce risk, enhance returns, and give you.
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You al ready nade your investnment and own the stock. It's an
options strategy for a trader who feels slightly bullish about
t he underlying stock's position. In order to increase your
profits, you wite or sell the covered call. Now let's see
what woul d happen if the stock price increased even nore,

t hough.

The Basics of Covered Calls

The covered call strategy, however, should not be rel egated
only to incone- oriented Fromlong-terminvestor to short-term
I nvestor, fromcasual trader to As long as a conpany's sales
and earni ngs and possibly dividends are . portfolios
periodically can sell covered calls to target the goal of

I ncreasing portfolio incone.
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basi cs, how to do options trading .. Either need to enhance
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Covered Call: Definition, Strategy and Exanpl e

| nvestors can sell puts and calls to capitalize on the
market's fear or greed. There is a way to enhance, and even
create, an incone streamfor yourself: stock options. a snall
anount, sone investors make w | d-eyed trades because they The
over-write and covered-call strategies describe selling an.
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In this case, you didn't get your cake and get to eat it. If
t he stock declines sharply, the investor will be holding a
stock that has fallen in value, with the prem umreceived
reducing the loss. Selling options against stocks that you
own, or want to own, is a proven nethod for enhancing stock
returns and reducing risk. That'snmuchhi gherthanyoupredi ct ed.
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An exercised contract is no longer a big risk. You had to give
up your stock ownership. The other nethod for capturing a good
return fromoptions, suitable for only a mnority of

I nvestors, is to sell out-of-the-noney put options.

Thekeyri skt osel I i ngput s—andyoushoul dkeept hi st hought r unni ngi nal oof
IS nore dangerous, as the option witer can later be forced to
buy the stock at the then-current market price, then sell it

I mredi ately to the option owner at the |ow strike price if the
naked option is ever exercised. Upcom ng SlideShare.
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