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You might already have a brokerage account… but is it the best 
one for you?

Or maybe you’ve never traded so much as a stock in your life… 
so where do you start?

Right here. In this section of the report, I’m going to go through 
the basics of some of the most popular online brokers out there.

Keep in mind, this is for informational purposes only. I’m not getting 
paid to plug these brokers. And there are lots of other brokers out 
there that I simply don’t have the space to cover.

Choosing the right broker for you can involve a lot of personal 
preferences. Objectively, there isn’t a broker with the best trading 
software or the best research. It all comes down to your needs 
and how much you are willing to pay to have those needs met.

Commissions and Fees
Obviously, brokerages perform a service and should get paid for 
doing what they do. The most basic way brokers do this is with 
a commission. In almost all cases, it’s a flat fee tacked on to 
your transaction.

In the old days, you’d need to call a broker to make a stock trade. 
For placing your trade, they used to charge a nice fat fee on top 
of a percentage of thevprofits. But these days, most trades can 
be done with a few keystrokes on the Internet. While you can still 
make trades over the phone, you’ll usually pay extra for the privi-
lege. (The prices I’ll quote are just for making online trades.)

Unlocking Your Account: 
Choosing the Right  
Brokerage for You
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As you’ll see, there’s quite a range of price points. Of course, the 
best broker isn’t necessarily the one with the lowest commissions. 
Higher-priced brokers tend to have more bells and whistles, which 
could be helpful if you’re just starting out. If you’re only planning 
on following my recommendations and don’t care about bells and 
whistles, a lower-cost broker might be the way to go.

Also be sure to pay attention to broker fees. On top of the per-trade 
commission, most brokers also charge extra per option contract 
trades. For instance, E*Trade charges a $6.95 commission plus 75 
cents a contract. So if you sell 10 puts, you’ll be charged $14.45. That 
can really eat into your premiums!

A backdoor play can take all sorts of forms. It can be a microcap 
stock, an over-the-counter stock, an option, or another derivative. 
There are all sorts of ways to take advantage of the 1000% backdoor 
— but you need to have the right “key” to unlock your account to 
make all the appropriate trades.

These are the numbers you need to be most concerned about, 
but there are other fees that might crop up, depending on the 
situation.

Before choosing a broker, check the fine print for some of the 
other things they charge for. But to follow my recommendations, 
having a brokerage account isn’t enough. To use LEAPS, you’ll also 
need your broker’s permission to trade options.

Levels and Tiers
Brokers have an obligation to make sure their clients don’t get in 
over their heads. So, you have to apply for permission to trade 
certain kinds of options.

To simplify the process, brokers often break specific types of 
options trades into “levels” or “tiers.” In general, the higher the 
level or tier, the riskier the activity. And since the kinds of trades 
you’ll find in Income on Demand involve very little risk, they’ve 
often considered a low-level or tiered type of trading.
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But levels and tiers are not universal — brokers set their own levels 
and tiers, plus the criteria for each one. So what one broker considers 
a “level one” trade might be a “level three” trade at another broker.

Since you’ll need to jump through more hoops to make level 
three trades, it might make more sense to switch to a broker that 
allows my trades at a lower level.

Option levels usually go from one to six. If you have no experience 
at all, for example, your broker will probably grant you level one. 
Since options levels differ depending on the brokerage, I can’t tell 
you the exact level you’ll need. Just make sure to ask your broker 
for approval to write covered calls and cash-secured puts, at a 
minimum.

I’ve listed some online discount brokers below that are suitable 
for our options trades. You’ll need to decide which one meets 
your needs. But rest assured, all are established brokerages 
that offer reasonable prices. Please note that I don’t have any 
financial relationship with any of these brokers.

Again, I’m not recommending any of these brokers in particular. This 
is simply a list of brokerages that have recently received excellent 
ratings for customer service.

You’ll have to decide which broker is right for you by choosing 
one that best suits your needs. But this list should serve as a 
good starting point.

Brokers to Consider
Remember, this is not an exhaustive list, and the information 
provided should merely serve as a jumping off point for you. 
Although we don’t recommend or back any of these brokers, this 
list should get you started with your research for finding the right 
broker for your needs.

Charles Schwab — The oldest discount broker, but not the 
cheapest.

It requires you to pony up $1,000 to start using an account. The 
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basic online commission to trade options contracts is 65 cents. It 
also charges $8.95 if your option is assigned.

The company abolished commission fees this year. 

Charles Schwab has four trading levels, numbered zero to three. 
It considers covered calls and covered puts level zero

— which pretty much means you should have no trouble getting 
permission to follow my recommendations.

If you don’t have enough money to cover your puts, you’ll need 
level three trading approval. You’ll also need a margin account. 
It calculates its minimum using the greater of 25% of the initial 
value of the stock minus how far out of the money it is plus the 
premium… 10% of the strike price plus the premium… or $100.

The interest you’ll pay on the margin loan depends on how much 
you have on margin, ranging from 8.5% for a loan under $25,000 
to 6% if you want a margin account of $2.5 million or more.

Visit their site for details at www.schwab.com.

E*TRADE — Easily one of the most well-known online brokers, 
thanks mostly to their Super Bowl ads.

You’ll need to deposit a minimum of $500 to open an account. It 
also tacks on the 75 cent fee per options contract, or 50 cents if 
you deposit $250,000. And you’ll pay $19.99 anytime shares are 
put to you or called away.

The company also abolished commission fees this year. 

E*Trade has four options trading levels, numbered one to four. 
Covered calls are a level one activity, while covered puts is con-
sidered level two.

Selling naked puts require level four approval. For the kind of 
trades we’ll be making, the minimum you’ll need to put up is the 
greater of either 20% of the stock’s underlying value plus the 
premium you received minus how far the option is out of the 
money… or 10% of the option’s strike price plus the premium you 
received. Its margin rates range from 9.50% for amounts under 

www.schwab.com
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$25,000 to 6% if you borrow $1 million or more.

You can contact E*TRADE at 1-800-387-2331 or www.etrade.com.

Interactive Brokers — Designed for experienced traders, it’s a 
little less touchy-feely than other more retail-focused firms, but 
very good online.

The minimum account deposit is a little steep at $10,000, but if 
you’re under 25 years old you can get in for just $3,000. It also 
has ultra-low commissions — just 70 cents per options contract. 
That’s because they expect not to have to spend much time solv-
ing issues and questions from inexperienced investors.

There are negligible additional charges if you’re put the shares by 
exchange and regulations that amount to less than $1 per con-
tract. And since they cater to experienced investors, they don’t 
bother with levels or tiers. You just need to stipulate that you 
have more than two years of options trading experience.

Margin interest for under $100,000 is the broker’s call rate — an 
interest rate fixed by bankers and published in the Wall Street 
Journal — plus 1.5%. For amounts between $100,000 and $1 mil-
lion, it’s the broker’s call rate plus 1%.

Visit their website at www.interactivebrokers.com for more.

TD Ameritrade — Another classic discount broker, in the business 
since 1975.

It charges 75 cents per options contract. It also charges $19.99 
when you are put shares or have them called away.

The company no longer charges commision fees on stock trades. 

TD Ameritrade breaks its option approval into tiers. Writing cov-
ered calls and cash-secured puts are both tier one.

If you want to trade naked puts, you’ll need tier three approval.

It calculates its minimum margin requirement as the greater of 
either 20% of the stock’s underlying value minus how far the op-
tion is out of the money, plus the premium you received … 10% of 

http://www.etrade.com
http://www.interactivebrokers.com


7

GEORGE GILDER MOONSHOTS

the option’s strike price plus the premium you received… or $50 
per contract plus 100% of the premium you receive.

(If you’re still having trouble understanding how this math works, 
they have great examples on page 10 of their margin guide here.)

Rates start at 9.25% for loans under $10,000 to 6.50% for loans 
under $1 million.

Contact them at 1-800-454-9272 or www.tdameritrade.com.

Ally Invest — Ally Invest is a relative newcomer to the online 
space, although they’ve existed in the financial sphere since the 
’30s. They acquired TradeKing in 2016, and just like TradeKing, 
there is no minimum account balance and they charge $0.65 per 
contract. They offer discounts for heavier traders, lowering the 
fee to $3.95 if you place more than 30 trades per quarter, and 
down to $0.50 per contract. 

Ally also does not charge commission fees on stock trades. 

Ally Invest breaks its options approval into 4 levels – Rookies, 
Veterans, Seasoned Veterans, and All-Stars. Covered calls and 
cash-secured puts are both Rookie plays.

If you want to trade naked puts, you’ll need to be approved for 
All-Star trading. 

They calculate their minimum margin requirement as the greater 
of either 25% of the underlying stock value minus the out-of-the-
money amount (if any), plus the premium received, OR 10% of the 
underlying security value plus the premium received. 

Check them out at www.ally.com/invest or call them at 1-855-
880-2559.

TradeStation — I’m a big fan of TradeStation. Its pricing is com-
petitive with others on this list, and I really love the charting 
software they offer.

You’ll need at least $5,000 to open an account, but that bumps 
up to $30,000 if you plan on day trading. (If you’re following my 
system, you won’t be day trading.)

http://www.tdameritrade.com
http://www.ally.com/invest
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The company allows you to choose from a few a different pricing 
plans. You can either pay $1 per contract, or you can pay a flat fee 
of $5 per transaction plus 50 cents per contract. (Be sure to read 
the fine print for all the details.) The site also offers discounts to 
frequent traders.

TradeStation has five levels for options trading. You’ll need lev-
el 1 permission for covered calls, but level 4 permission to sell 
cash-covered puts. You’ll also need level 4 permis- sion to sell 
naked puts in a margin account.

The minimum margin requirement for selling naked puts is the 
greater of 100% of the option’s premium plus 20% of the option’s 
value minus how far the option is out of the money… 100% of the 
option’s premium plus 10% of its strike price times 100 and the 
number of contracts… or 100% of the option’s premium plus $100 
per contract.

The margin rates start at 8.5% for accounts less than $25,000 
and go as low as 6.25% for accounts of $10 million or higher.

Contact TradeStation at 1-800-808-9336, or visit them at  
www.tradestation.com.

Let’s Get Trading
In the end, you just want a broker who lets you quickly follow my 
recommendations without costing you too much in commissions 
and fees. Any of these brokers is a great place to start. Be sure to 
see if they offer free demo ac- counts, so you can try them out 
before staking real money.

George Gilder 
Editor, George Gilder’s Moonshots
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