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Disclaimer

Options involve risks and are not suitable for everyone. Individuals should not enter into options transactions until they have read and
understood the options disclosure document, Characteristics and Risks of Standardized Options, available by visiting OptionsEducation.org or
by contacting your broker, any exchange on which options are traded, or The Options Clearing Corporation at 125 S. Franklin St., #1200,
Chicago, IL 60606.

In order to simplify the calculations used in the examples in these materials, commissions, fees, margin, interest and taxes have not been
included. These costs will impact the outcome of any stock and options transactions and must be considered prior to entering into any
transactions. Investors should consult their tax advisor about any potential tax consequences.

Any strategies discussed, including examples using actual securities and price data, are strictly for illustrative and educational purposes and
should not be construed as an endorsement, recommendation, or solicitationto buy or sell securities. Past performance is not a guarantee
of future results.

All content in this document is owned, or licensed, by The Options Clearing Corporation (‘OCC’). Unauthorized use is prohibited without
written permission of OCC. While reasonable efforts have been made to ensure that the contents of this document are accurate, the
document is provided strictly “as is”, and no warranties of accuracy are given concerning the contents of the information contained in this
document, including any warranty that the document will be kept up to date. OCC reserves the right to change details in this document
without notice. To the extent permitted by law no liability (including liability to any person by reason of negligence) will be accepted by OCC or
its employees for any direct or indirect loss or damage caused by omissions from or inaccuracies in this document.
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Trademarks

The following trademarks, logos, and service marks displayed are owned by The Options Clearing Corporation:

MARKETS®
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Presentation Qutline

* Monitoring and Managing
* Dynamic nature of marketplace

e Strategies (Calls)
* Covered Calls
* Stock Repair
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Annual Options Volume 2000-2022

OCC Annual Contract Volume by Contract Type
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Monitoring and Management




Importance of Monitoring Positions

* Plan the Trade
* The first step is developing a market forecast

e Select a strategy to fit this forecast while considering risk tolerance and
efficiency of capital allocation

e Adding new strategies may help keep an investor prepared for an evolving
market landscape
* Monitoring and Position Management
* Market dynamics are constantly changing

* Tracking positions is critical, active management may be necessary, especially
in times of excessive volatility

* Be aware of announcements (company specific or broad market dynamics
such as shifts in the geo-political landscape)
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Managlng Covered Calls




Initial Covered Call Position

Long 100 XYZ @ $59
Short 1 March 60 call @ $4.00
Total investment = $5,500
Break-even point (BEP) = $55.00

200

7/ Covered Call
/ = === | ong Stock
March 60.00 Covered Call
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Basic Management Tools

* Getting out — always a consideration

* Accepting assighment / early exercise for dividend
e Expect when little or no time value remaining

* Rolling (up, down and/or out)
* Close existing contracts & open new ones
* Adjust break-even points and/or leverage
* Pay or receive additional premium
e Buy or sell more time
* Avoid selling stock and leaving a naked short call
* Large margin requirements possible
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Rolling with Spread Orders

* Covered call roll involves two transactions
* Buying to close an existing short call
* Selling to open (writing) a new call

* Spread order
e Both transactions are executed simultaneously
* Netting the two prices at a specific net debit or credit

e “Legging” into a roll
* Making these two transactions separately
* Market risk between buy and sell
* Market can move against (or for) you in between
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Short Call at Parity

e XYZ has risen

* March 60.00 call in-the-money — trading at parity
* maximum profit of $5.00 ($500) is unrealized
* no longer generating return — only risk remains

* Decision

* close the entire position and move on to another
* if positive on the stock, retain shares at a reduced break-even point and roll
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Stock Repalr Strategy

What is i1t?

 Ratio spread using calls to lower the breakeven point of a losing long
stock position

Who might benefit?

 Investors that are willing to forego potential long-term profits and/or
iInvestors unwilling to commit more funds to an already losing position

What else might an investor do?
 Hold and hope

« Buy additional shares at lower prices to reduce overall breakeven
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Stock Repalr Strategy

Scenario: Investor is long 100 shares of a stock from $65. Due to recent
market declines, the shares are currently trading $57 and the investor is
looking to recoup some of his/her losses.

Possible remedies:
* |Investor can ‘stay the course’ and hope that the stock rallies

« Investor can purchase an additional 100 shares at $57, thus reducing the
overall breakeven point to $61/share. This would require him/her to
iInvest an additional $5,700 into an already losing position

« |nvestor can implement a Stock Repair strategy using options with little
or no additional funds
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Stock Repair (Example)

$10.00 =

Long 100 shares from $65
Long 157 call & short 2 61 calls
EVEN MONEY

Maximum Loss: Substantial (same
as long stock position)

B3 Maximum Gain: Breakeven

Breakeven: $61 - Down from $65
of original long stock position
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INVESTMENTS

The information provided in this communication is solely for educational purposes and should not be construed as advice or an
investment recommendation. Fidelity Investments is a separate company, unaffiliated with the Options Clearing Corporation.
There is no form of partnership, agency affiliation, or similar relationship between the Options Clearing Corporation and Fidelity
Investments, nor is such a relationship created or imglied by the information herein. Fidelity Investments has not been involved

with the.g.reparati.on of the content supplied by the Options Clearing Corporation and does not guarantee or assume any
responsibility for its accuracy or completeness.
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