
 

 

 Page 1 of 5 

 

Hi folks. Welcome out to the Cash Flow trading system. Once again, today is Wednesday, April the third 
2019, and we have a couple of trades for you folks today. We've had a whole bunch of new subscribers 
to the program. I think hopefully based on our track record that we have had today, which has been 
pretty amazing if I don't say so myself, but we do have two trades for you today. For those of you that 
are long time subscribers and are in the XLRE position that we gave a few weeks ago, we're going to 
continue with our adjustment strategies on that. So this will be looked at as a new trade on top of the 
existing XLRE trade that we have in place right now. And for those of you that are new, we're going to 
give you a brand new trade today as well. And then we also want to go over a couple of our existing 
positions as we're nearing some expiration dates on a couple of those here. So without further ado, let's 
jump into our example account and just take a quick look at our current positions as they currently 
stand. 

Alright, so these positions should be fairly familiar with most of you here that have been long time 
subscribers. We do have the STMP position right here, which is expiring in a couple of days. We're 
definitely closer to the put leg on this than we are the call leg. That $80 strike price level being the key 
point. We've come down in this trade several times. I believe we actually came down at one point to 
$80.40. We've come down close to that, but we seem to be maintaining that level okay. So again, 
today's Wednesday, we've got today, Thursday and Friday. We've only got three days left in this trade, 
so we will continue to monitor this one closely. This is one that we would need to take action on in an 
immediate alert if it did dip below that 80 level. 

Right now, it looks really good. Now, you look at the profit and loss for the day. It's showing a crazy prof 
right now. I'm recording this video here right at the market open today and if you look into those, that's 
kind of an errant quote if you will. If we look at STMP and we look at the dates that we've got here, if we 
come in here and look at those, we can see again, we've got two days to expiration here, but on the call 
leg, we've got one of these positions here that's just got a crazy, crazy price, $0 million bid and $5 ask, 
and that's simply because while there's a ton of contracts, you can see we found the sweet spot in this 
trade. You see that that's where the volume is in this transaction, over 725,000 contracts traded on that 
particular unit. But if I switch from open interest to volume, how many of those have traded today? 
Zero. Zero of those have traded today. And so we don't really have an actual price on that. And because 
we don't have that actual price, we've got this crazy bid right here. 

So we're not actually up $1,100 today on that position, but it is doing its job. It's doing well. The next 
one down here, just sequentially Boeing, we've got a couple of weeks still left in Boeing. Boeing is 
looking good. It's kind of right in the sweet spot right now. Not a lot to do there. ADSK, ADSK would be 
our next exploration. So this Friday we have STMP expiring. Next Friday would be the ADSK. And we are 
pushing closer to the call leg on this than the pool leg that 170 level being the key, key area. If we look at 
ADSK, you can see that we did get ... if you look at your indicators down here, your stochastic, your 
MACD, your histogram, they all did kick in here, about four trading days ago and gave us a pretty strong 
buy signal on ADSK. It popped from about 155 to 165 and that's where it sits today. 

We needed to stay below that 170 level. Its previous high right here was about 168. we're right in that 
range. As I said, we have just a little over a week left in this nine days. So STMP is our exploration for this 
Friday, ADSK would be for next Friday. We're still okay there as well, so we'll watch that, we'll monitor 
that, but right now that looks pretty good as well. We've got two of our trades that have pushed outside 
of our cash flow zone. The XLRE course we're familiar with, we put our first of what may be several 
adjustments in place there on that trade. We're going to add another adjustment to this trade today. 
That one is ... I like to see this. We've got a fairly strong market here. The SMP 500 is up about 10 points 
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on the day and we've got a little bit of a pullback here in the XLRE. That's a good thing that we like to 
see, or we're going to continue to add to this adjustment on XLRE to bring our cost basis down in the 
trade as well as just bringing in a little bit extra premium on the trade as well. So that'll be one of the 
trades that we show you today. 

BAC, Bank of America. If we look at Bank of America, we have just had a massive, massive report come 
out on mortgage refinancing. And so we've got kind of a push and a poll going on here with the banking 
stocks. You see that big sell off right there. That's the big sell off. That was the impetus that got us back 
down here. If you look in my cross [inaudible 00:06:25] to this $27 level, that was sort of our neutral 
area on the stock, if you will, and the whole impetus for that big selloff right there was the fact that the 
Fed came out and said basically, listen, we're probably not going to be raising rates anymore going 
forward. That's bad for banks because the bigger the interest rate spread, the more money they make 
off of us, their customers, and so that's going to be a negative for their profits. However, because the 
Fed said that we had a big drop in these interest rates and we've had this huge, huge wave of 
refinancing on mortgages. We've had about a 40% spike in mortgage refinancing, which of course, that 
makes money for banks as well. So we've kind of had the sell off, we had the push back up. 

But what's interesting with Bank of America here, you know we're sitting right here at both the yellow 
line is the 50 day moving average and then the darker line here is the 200 day moving average, and 
we're sitting right on that. And that's about where we sold our call leg out, was that sort of convergence 
area of those moving averages. And so we are getting a little bit of a pullback here in Bank of America 
right now, BAC. We do have some time in the Bank of America trade. We've got two full weeks left in 
that. So we would have probably one more week, five, six, seven days or so to continue to watch this, 
and before we would probably should need to do an adjustment on that. But again, it's a good sign here 
to me that the market is strong today, the market is up today and we are getting a little bit of pullback 
there in this Bank of America position. 

And so let's go ahead, first of all, for those of you that are in the XLRE trade right now, we're going to 
continue to add to that to bring down our cost basis. So we see now here that it is dropping a little bit. If 
we look at our XLRE trade, you can see there that the dot that we are in, we're in these May 17th 
options. Let me go ahead and clear out this example trade here. Look at it in the curve and you can see 
we've sort of created an interesting scenario here inside of this trade. This is the first iron condor where 
we've basically pinned it at the same price. In other words, we sold the 35 calls and then we bought back 
the 37s. We sold the 35 putts, we bought back the 33s. So it's a very narrow iron condor. Those of you 
that are skilled and more advanced trading strategies may know or have heard of a iron butterfly. This is, 
on a risk graph, it looks almost more similar to an iron butterfly than it does on iron condor, but here's 
the range that we need to fall within right now. 

Obviously, that little pin right there, that's where the stock is, and so we want to try to continue to build 
more profit to this side of the leg in case this stock doesn't come back down in here. The profit we make 
over here can offset any loss we incur over here. So without further ado, let's go look at that. Let's get 
into our table here and let's go do a trade on XLRE. And I'm going to come out here to the same 
expiration month that we're currently working in. This is this May 17th. So again, if we look at our 
positions, we've still got 44 days left in that trade. Plenty of time, plenty of time in this trade to still work 
that trade and make more and more adjustments. We're going to look at that same expiration month. 
There's our positions. You can see there's the puts that we've sold, there's the calls that we've sold, 
there's the puts that we bought back, there's the calls that we bought back. So we're going to come in 
and we're going to do a short put vertical. In other words, we are going to now start to create an 
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unbalanced iron condor, an unbalanced iron condor where we more heavily weight the put side of this 
trade. We build up more premium income off of the put side. And so we're going to go do a short put 
vertical. 

I'm going to click the go button here and we want to replicate the same positions that we currently have 
going. So you'll notice again, we're in the May 17th expiration day. That's what we're already trading 
right now. And I'm going to add, I'm going to push this down here just a little bit. There we go. So once 
again, we'll be selling a little bit more of the 35s, we'll be buying back some of the 33s. Now, I'm going to 
go look at here doing a quantity of 15, let's just see what that looks like right now. We can see that the 
35 leg is bid at 20, asked at 30. so I would hope that we could get that sold at 25. we'll see here. Down 
here on the 33, it's bid at five, it's asked at 15. I would hope that we would not need to pay more than 
10. So if we could sell this at a 25, buy that at 10, that would be 15 cent credit. That's what the mid price 
is showing. The natural price is five, we may need to go all the way down to 10. but let's see here if we 
can get the 15. so I'm going to look at that. We're looking at a net credit. Again, we're doing the May 
17th, same expiration date, 44 days to expiration, 15 contracts here, and the same positions we've 
already got. 

We're selling the 35s, we're buying back the 33 puts. See if we can get the 15s. Let's just see what that 
trade will look like. Here's the numbers on that trade. Here's what it would do for us. After fees and 
commissions from our broker, we're going to net about $200 on that trade and we're going to put up 
$2,800 to do that trade. So I'm just going to make some notes here quickly, you make notes as well as 
we're doing this, but that would be hopefully what we could get. If we can get that 15, we put up 2,800, 
we bring in about 200 with a 15 cent credit. Let's see if it gives it to us. I'm going to send that order. 
We've sent the order. It shows that it's working. Let's go into my activity tab here. Actually let's use back 
right back out again. I want to see where we're at with that. If the prices have altered, prices haven't 
really moved yet, they're still the same bid ask spreads that we originally put them in at. So there's my 
activity tab. You can see that order is working. It's still showing a mid price of 15 cent credit. There's our 
asking price of 15 cents. I'm going to let that sit for just a few minutes here, and then if that doesn't go, 
we may need to drop that down to a 10 cent credit. 

Okay. I'm back. I've let that trade sit there for about five minutes and it doesn't look like it's going to go 
at the 15. so I'm going to come in here, right click on it, hit replace order, and we're going to drop it from 
a 15 credit down to the 10 credit, review that that would give us, again, it's going to change our 
numbers a little bit. 2874 would be what we would have to come up with and it would bring in on that 
10 cent credit, about $125. So let's send that order, see what we get. And that order's filled. So we just 
brought in another $125 credit on that trade as we work towards again lowering our cost basis. Now, we 
may as we do our next adjustment on this trade next week now balance that back out, balance that 
unbalanced trade out by adding to the top leg. But right now that gives us a little extra cushion, a little 
extra income on the XLRE. So without further ado, let's look at our new trade for this week and our new 
trade for this week is TWTR, T-W-T-R is the ticker symbol on TWTR and we have found a nice trading 
range here for TWTR. 

Twitter is a nice stock to trade because it does move, it does have volatility, has some really nice implied 
volatility, but it also has some pretty well defined ranges that it trades within and we feel like we've 
found that range a little bit. You can see that as we have set up our cash flows zone here, that we are a 
little bit more protective to the call side than the put side. It has dipped below this zone here previously, 
but the trend right now in Twitter is up. And so we balanced it a little bit more to wane the safety 
margin on the top versus the bottom. We are fairly equidistant in Twitter right now. We're going to look 
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at doing these May 17th expiration options. So let's come in here now, let's come in here to our 
account. Let's put in TWTR. Let's click the trade button and we're going to go out on TWTR again to 
these May 17th options. These are 44 days out. Let's just clear the screen here so we can start fresh. 

So again, all my trade button here, we're going to go out, we're going to look at these May 17th 
expiration date options, 44 days out into the future. I'm going to go ahead and click on our short iron 
condor strategies so that we can build these legs out, and sometimes it's easier for me just to look at the 
curve version of this. It's a little bit more graphically pleasing, if you will, to kind of see where the stock is 
and what the strike prices are and things like that. We're going to go ahead, as we've said, we're going 
to go look at selling to 38 strike calls, buying back the 39s, selling the 29 puts, buying back the 28s. So 
see if we can put that together here on our call leg. Let's start with the call leg first. We said that we 
were looking at the 38s and the 39s. So we're going to sell these 38s, buy back the 39s. On the put side, 
we said that we wanted to sell the 29s and buy back the 28s. So that's kind of what we're looking at right 
now in terms of putting this trade together. 

Now, if we look at it in the table view, again, I like to look at it in the table view to look at pricing and 
you can see one of the things that's nice about TWTR is that it does generally have pretty tight spreads 
between the bid and the ask. And so we're probably going to be pretty close here between what the 
natural prices of 38 cent credit and the mid price of 42. we'll start at 42, see what we can get here. 
Again, if you look at the call leg, bid 115, asked at one 117, bid at 90, asked at 91. so these are pretty 
tight spreads. We're going to get maybe one or two cents more than the natural price, but we're right in 
there as far as trading that goes. So we'll start at the 44, we'll see what we can get. Let's add a quantity 
here. Let me see what we can do here with the remaining buying power that I have. See if that lets us do 
that. That would work. We'll give this a shot here with doing 10 contracts here. So we'll look at a 10 
contract position on this and we'll start at the mid price of 43 just see where it puts us at. 

You can see that this trade is a pretty juicy trade. If you look at it in the preview window here, we're only 
putting up $615, and after commissions and fees, we would bring in about $384. So this is a crazy, crazy 
high profit potential trade, we just need to take a look at this and see if that will go. So I'm going to give 
this a shot right here, right now. Let's go ahead and send that at 44 and I'm going to make some notes 
on the TWTR as well here. Let's see if we can get 44 cents is what we're shooting for originally. That 
would give us a $384 credit on about a $616 investment, and then we'll adjust this from here. Send that 
order in. It does show that it's working. If I go to my activity tab here, there's our filled trade on XLRE. 
Again, we're just sitting here. We're sitting on that 43. I didn't think we'd get that, but we wanted to at 
least try. Let's drop it down maybe two cents, let's try 41. 41 would give us a net credit of about $364. 
So let's look at that. Send that order. That's working. I'm going to let that order sit at that price for just a 
couple of minutes here and we'll see where we end up at. 

Okay. Same scenario here with the TWTR as the accelerator. It's just not taking that little extra price on 
there. So I'm going to come in here again, I'm going to replace the order. We're looking at a natural price 
of 40 cents. See if we can get that 40 cents. Click that. Let's make some notes here. I just want to make 
sure I understand what I'm getting in terms of what I'm paying. [inaudible 00:22:25] 645 is my 
investment here, bringing in 354. Click my send order and we're filled, we are filled at 40 cents. So 
there's your two trades possibly for the day. If you're an existing trader and you have that XLRE position, 
we have modified that position a little bit more. If you are brand new, we just did the TWTR trade. So on 
this trade right here, I'm just going to put this in here, I got a net credit of 40 cents. 
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So look for net credit of 40 cents. That's going to obviously bounce around and change a little bit. You 
could be as low as probably 37 cent credit and maybe as high as 44, but that's the credit that I got on the 
trade. So as always folks, have a good trading week. That is it for today. We're going to be watching that 
STMP trade closely as we near expiration. Right now still looking good on the STMP trade and that'll be a 
nicely profitable trade. That was a very, very high profit trade. We brought in almost $400 of credit on 
that trade and we're very close to realizing all of that in the next couple of days. So as is the case, guys 
as you have questions on your trading, please submit those every week and once a week, I will go 
through each one of those and make sure that I get an answer for you. 

Otherwise, we will talk with you either tomorrow or Friday if we have an alert or an adjustment needed 
on STMP. Otherwise, we'll talk to you Monday on our review for our weekly summary of where we're at, 
month to date, year to date, week to date, et cetera et cetera, on how all of our trades are going, what 
our results have been. So over the next few days, at some point, we will be talking again, but have a 
great trading week folks. Talk to you soon. 

 


