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Well, welcome back folks. Today is Monday, May 13, 2019, so that means it's time for our weekly 
summary review of where we are at with our current positions, what happened with our positions last 
week. We obviously, if you were paying attention, had an absolutely blow out week last week. We just 
absolutely killed it performance wise, and I think that, that lends to a little bit of a teaching moment for 
us.

There's a couple of things that I do want to touch on with regards to our trading, because again, the 
reality of why we have this program in place in the first place, is to allow all of you guys the ability to 
gain knowledge, gain capabilities and expand your knowledge base, become better investors. It's not 
really just to feed you trading examples week after week after week.

If we are just throwing trades in your lap, but you're not learning anything, then it defeats the purpose, 
and I think we have some really nice teaching opportunities from last week. One of the things that I 
really want to hit on as we start to look at the marketplace. As I'm filming this here now, we are just 
before the market opened.

The Dow is looking like it's going to be down 400 points again today. We're continuing this downstream 
movement from the announcement of the tariffs and all of the cracking that we're seeing here in the 
marketplace. The big thing today really that we're looking at is, right now the market is showing in the 
Futures that we will open up below the 200 day moving average.

As you can see here on my cross hairs, we did get a sell signal back here on May 1. We've been in a 
downtrend since May 1, and we're looking like today, at least at the open of the market, that we will be 
falling below that big demarcation point, that 200 day moving average. We'll see what the day brings, 
we'll see where we finish up here in the afternoon as the market closes.

Right now it's a big question mark as to whether or not the market can hold this 200 day moving 
average. If we can't and we finish below that today, that's a big bearish sign. That's one of the things 
that I do want to talk about a little bit as we look at building out these trades. One of the things that I've 
mentioned over and over again is that almost any trade is repairable, adjustable, fixable.

Now, we have to throw that caveat in there almost, because there are exceptions to the rule. I want to 
just show you a quick one here right off the bat. If you have been continuing to follow some of the ticker 
symbols that we have traded in the past, and I'll just tell you right off the bat, you don't want to do that. 
You do not want to follow ticker symbols.

It's like continuing to follow an ex-girlfriend, or boyfriend, or spouse on social media. It is just fraught 
with danger, because you'll never be happy with what you see. You'll see some missed out profit 
potential, or you'll see opportunities that, "Oh, I should've stayed in that." In this case that this is a ticker 
symbol that you may remember.

It was STMP, and this was interesting from a couple of reasoning's. As we look at this, I want to grab a 
screenshot of this. STMP just recently reported earnings again, and you can see this was when we 
originally did a trade on it back here. You can see that STMP was up here above 200 bucks a share. It fell 
in half down to about $100 a share, and we did an Iron Condor on that, that turned out really well, it 
turned out very profitable for us.
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Well here we are again, STMP just reported earnings again, and it dropped by half again, so now it's 
dropped from 80 down to 40, okay? When you have a stock that you might be in, if you're in it at 200 
and it drops to 100, that's going to be tough to repair. If you're in a stock at 80 and it drops to 40, that's 
going to be really, really tough to repair.

I guess the number one take away from this, is this is one of the primary reasons why we don't trade 
through earnings announcements. We stay away from trading stocks during that earnings 
announcements period. However, as we look at trading strategies, there's a couple of things that I've 
mentioned that you guys just need to keep in mind.

As we look at a trade that has gone against us, the number one thing that I always ask, so the number 
one question is, is it fixable? Is it fixable? Now we said not everything is fixable. Is it a STMP issue that 
has just fallen too much and we need to take our lumps, we need to take our losses? This is why, it's one 
of the primary reasons why we do trade Iron Condors.

If we take an example here of just a stock. Let's take, we have a position in Bank of America, let's take 
Bank of America. Actually, let's do something that we don't have a position on right now. Let's go look at 
STMP for example, since we just used that example. We could come in and we could do an Iron Condor 
on STMP. If we push the wings out here on this, let's make this a little bit wider.

There's about a ... Let's try right here, that's about 78% probability, really wide Iron Condor trade. In 
fact, let's pull it in just a little bit more, maybe one more for example purposes. This is a risk raft that you 
guys are very familiar with. One of the questions that comes up from time to time, is why don't we just 
sell the put and the call?

Would that be more profitable than getting some of this money that we've just made by selling this call 
and put, and buying back or spending it on this put and this call? We could certainly do that trade, but 
look at the risk raft that we have right now. You'll notice with an Iron Condor, we have a pre-defined 
risk. It doesn't really matter how low STMP goes here, we're not going to increase our risk of loss on the 
downside.

Conversely, it doesn't really matter how high STMP goes, we've got a predefined risk down here. Well, 
what would it look like ... Let's go ahead and get rid of the Iron Condor, what would it look like if we 
actually did that trade without the outer legs? That trade's called a short strangle. Well, we could do 
that as well, and you can see that we do have a little bit greater profit potential in a strangle, because 
we're not spending money on buying back a put leg and buying back a call leg.

You'll notice that we get into on either the downside or the upside what's called unlimited risk. We don't 
know what the risk on those trades are, so we do use Iron condors, because it puts us in a position to be 
able to say, "Hey, I can afford to do an STMP trade, have it blow up on me, and know that I have a 
predefined risk in the trade."

Number one, is the trade fixable? Guys, I would say probably 80%, 85% of all trades we do are fixable. 
They are fixable, and number two question that we need to ask ourselves, is does it make sense? When I 
say does it make sense, what I'm basically talking about here is does the premise of the trade still make 
sense? In other words does the philosophy that you had about the trade, is your belief in the trade, is 
your idea of what that stock is going to do ultimately still correct?
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Do you look at it and say, "Oh no, I was completely wrong in all of my assumptions, we just need to take 
our maximum loss, get out, move on, do another trade," okay? It doesn't make sense, so we had some 
trades that were going against us over the last couple of weeks. The number one question, were they 
fixable? They were fixable, number two, did it make sense to fix them? My feeling was yes, it did make 
sense.

The premise of the trade, the reasoning and the thought process behind doing those trades still made 
sense. Then number three we have to say, "Well, does it justify the capital expense?" Does it justify the 
capital that we're going to have to put into this trade? In other words yeah, maybe the trade is fixable, 
but is it $1000 trade and I'm going to have to come up with $6000 in additional capital to make that 
trade workable again?

Well, that may not make sense. Well, if you look at most of the adjustments that we have made, it 
absolutely justified the capital expense. We were putting up $1000 to bring in an extra $300. That's a 
30% return in a very short period of time, stuff like that, so it absolutely made sense to do. I want to 
stress this, I want to just make sure that you guys understand all of this, because I got a lot of questions 
coming in.

It's interesting, I obviously haven't met any of you guys. It would be nice somehow if we could get all of 
the thousands of subscribers we have in one big massive ballroom at one time and throw a big party and 
get to meet each other face-to-face. I doubt that's going to happen, but I do get to know you through 
your emails and your questions that you send in on a weekly basis.

A lot of the questions over the last couple of weeks had words in them that said things like, "I'm 
nervous, I'm worried, I'm scared, I'm concerned, I'm stressed." Words that really should never, ever 
enter into the vocabulary of a professional trader, because these are the only questions that we really 
look at. Hey, is the trade fixable? Does it still make sense to do the trade? Does it justify putting the 
extra capital into it?

If the answer is yes, we just move on. It's interesting, I've been at this for so long and I've been adjusting 
trades for so long that I just don't really give it a second thought. I hadn't thought really at all about any 
of these trades that we had to adjust. It took maybe seeing it from your perspective from a new traders 
perspective about oh, people do worry about these things. Guys we can adjust our trades as long as we 
need to until we get the results that we desire.

I just want to keep that in mind. The second thing that I wanted to reiterate on that is a concept of how 
we trade and just the idea behind it in the first place. There really are two ways of thinking about 
trading. One is what's called binary. One is a binary and one is a portfolio. This is also sometimes 
referred to as laddering, laddering.

Binary trading is what most of you are familiar with. It's what most of you are comfortable with, and 
that's why you get worried when a trade doesn't work. Binary is every single trade is either a winner or a 
loser, that's it, it's a light switch. We either make money or we lose money. It's either a profit or a loss, 
that's the only way that you can look at a trade.

In portfolio investing or in laddering, we have the ability to go into a trade multiple times. We may be 
doing a trade here, let's look at maybe a stock that we're going to go trade some options on. Maybe this 

https://www.rev.com/transcript-editor/Edit?token=Y3vuYrB2Gx-_OOG_clYqheu3D3tjIatEcYYYUZrrr71Np6rZCOCK3Fdf81DkCwQZy4_arwbNKDCCZy4H5jWKgmV5VzM&loadFrom=DocumentHeaderDeepLink
https://www.rev.com/


This transcript was exported on May 13, 2019 - view latest version here.

summary051319 (Completed  05/13/19)
Transcript by Rev.com

Page 4 of 9

is ABC stock here that we're trading. We might go in and do six or seven different trades around that 
stock position.

Over the course of doing those trades, you may have some that are winners, you may have some of 
them inside of this strategy that end up being losers. Over the course of building out this ladder or 
putting these positions together, the overall account is at a profit, okay? Maybe we've got a trade here 
that we lose $100 on. We've got a trade that we lose $150 on.

We've got a trade that we make $300 on. We've got a trade that we make $150 on. We've got a trade 
that we lose $100 on. You've got losses in there that maybe even exceed your profits in terms of 
numbers of transactions that we've done, but that one last trade that you do here puts you over the 
top. Obviously in this scenario we would have about hundred, what would that be?

We've got a $100 loss, $250 loss, $350 loss, $350 loss versus a $450 gain. That's a $100 profit, now you 
can look at that and say, "Well, I had a couple of losses in here. I had a loss right here, I had a loss right 
here. I had a loss right here." The bottom line is right here, the bottom line is we made $100 profit on 
the overall position.

This is really the key thing that we need to look at as we go forward. Sometimes in my trading, especially 
in my Forex trading, I will ladder into a trade. I will go into that trade 10 to 15 times. I'll have 15 different 
transactions all clustering around that initial original trade in order to get the profit zone, the cash flow 
zone to where I want it to be.

Again, keep that in mind as we are trading that it is a process. Guys, the point is we have to follow a 
system of some kind. What is our system? There's essentially three types of trading that you can do. The 
first type is the type of trading or investing that the majority of investors, I would say 90, 95, my 
goodness it might be 98%, 99% of the general public does and it's called discretionary trading.

Discretionary trading is what the vast majority of people do. It's what gives the market a bad name, and 
it really is something that we need to discuss here. The second type of trading or investing that you can 
do is what's called mechanical. This is an interesting approach, the type of investing that we do is call 
hybrid. It's really a mix of both of these, but let's talk about these.

Discretionary trading, discretionary trading is where you may be doing some research, you may be doing 
some analysis, you may have some investing knowledge, but for all intents and purposes you're just 
shooting from the hip. All you're doing here is essentially guessing. That's what we're doing is just 
guessing. It's the not that you always hear to the market.

If you're ever in a conversation and you tell someone, "Yeah, I'm in the market, or I'm investing, or I'm a 
trader," and they have anything negative to say to the market, the very first thing you're ever going to 
hear is, "Oh, well, the stock market, that's gambling." They use that in a derogatory way. Well, the 
reality is I generally tend to agree with those individuals.

For the vast majority of people, the stock market is gambling. You are going off of emotions, you're 
going off of gut hunches. You're just hoping for the best and buy in hope is not a great investment 
approach. We want to stay away from discretionary investing. We know that just trying to find good 
things and buy them and hope that things work out never really works out in the long run.
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We're just throwing money at a dartboard if you will and hoping that it sticks. The other type of 
investing that people get very interested in is mechanical investing. Mechanical investing is really 
something that has come to the forefront lately with technology. Technology has allowed mechanical 
investing to become much easier.

You have heard this probably before that there is high frequency traders in the marketplace. There are 
big trading firms that use mathematical algorithms to place their trades for them. They place tens of 
thousands of trades a day based simply on these mathematical algorithms. You can today, for as little as 
$300 or $400, you can build trading bots.

A trading bot will basically do whatever you tell it to do. We could simply tell our trading bot, "Hey, I 
want you to go find stocks that are in a consolidating pattern that have an implied volatility of 50% or 
greater that you can build out an Iron Condor within a month's time or less at a 80% probability or 
better that has an annualized rate of return profit potential of no less than 100% a year."

We could go build out that mechanical bot and let it run, turn it on, let it run. It will trade for you, you 
never even have to open your account ever again. You never have to look at your account, you have 
zero involvement in that process. Well, that sounds like Nirvana, that sounds like what everybody is 
looking for. There's a couple of issues, there's a couple of big issues with mechanical trading.

Number one, because it is a robot essentially that is trading for you, it takes the losses very, very quickly. 
You want to take losses very quickly, let your profits run. You're going to trade probably 100 times more 
frequently than you would as an individual discretionary trader. Because of that, number one, you need 
a lot of money to trade with bots.

It's generally recommended that you have at least $2 to $5 million to start trading with bots, because of 
the amount of trade that you're going to have to take as a loss in order to make the overall system work. 
Number two, even though it sounds great theoretically, most human beings, most individuals have a 
really, really hard time turning over their money to a mechanical device that trades for them.

Really I think the solution to trading successfully is the hybrid approach. The hybrid approach is 
essentially a combination of discretionary and mechanical trading. We use mechanics, in that we do 
have rules that we follow. Every one of our trades that we build adheres fairly closely to those 
mechanical rules, to those mathematical models.

You'll notice that there is some discretion in how we trade. That discretion comes in the form of what 
we call a skewed bias a lot of times. You'll notice that a lot of our trades do have a skewed bias. That 
simply means that we find a trade that is consolidating, but not every stock is going to be in this nice 
consolidation pattern.

We do have times in our trading when things are actually trending in a downward fashion, or maybe 
they are trending in an upward fashion, but they are trending. Well, we can't just simply say, "Hey, I'm 
not going to trade, I'm just going to let my money sit there and not earn a return for me." We do 
continue to trade, but we apply a skewed bias.

You'll notice that in a lot of our Iron Condor trades we are not building out our trade at a Delta neutral 
fashion where the underlying that we are trading is exactly in the midpoint of our cash flow zone. If 
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you've noticed over the last oh month or, so you'll notice that we have a negative Delta in our account. 
That means that we are skewed to take advantage of the downside.

That's why when the market was crashing all of last week, we had an awesome, awesome week. That's 
why this week if we continue to get weakness in the market, you should see some additional profits 
coming in. We want to be aware of how we trade. The reason again guys that I really, really want to hit 
home with this and how we trade in the mechanics of how we trade, is that we have to believe, we have 
to trust in something.

If you start to feel panicking in your trading, guys we're doing something wrong. To that point again, I 
had a couple of subscribers over the last couple of weeks say, "Hey I noticed today in a one hour period 
of time or a short period of time that XYZ stock or ABC stock that we were trading, it up $0.27, it was up 
$0.13, it was up $0.47 whatever the case may be."

Hey guys, when you start measuring trades by the hour and movements by the penny, it's time to close 
the laptop down, it's time to shut the phone off. It's time to go outside, it's time to hug the wife, hug the 
husband, hug the significant other, love on your kids, go to the park, have a picnic. That's not how 
trading should be. We don't need to be myopic like that.

We look at trades in the long term view. Most of our trades are 2 to 8 weeks in length. That's the 
timeframe that we want to look at them on, not on an hourly or even a daily basis. Again, just keep in 
mind is the trade fixable? Does it make sense to fix it? Can we justify the capital that goes into it? All 
right, so with that let's talk about a little bit of a review of last week.

We did have a really, really awesome week last week. We did have one of our positions in Bank of 
America expire. As you guys have noted, a couple of you have written in on this and have noted that our 
spreadsheet right now that I'm using to track the results of our trade, it doesn't really, it doesn't really 
provide enough space to articulate what we are doing inside of our adjustment trade.

Just an FYI for you on this, as we start to ... Well, number one, is we continue to adjust trades, and 
number two, as we start to have some more of these adjusted trades expire and we need to start 
calculating our profit and losses, I'm going to add a subsection to our spreadsheet that basically just has 
the symbol whatever it is that we are trading.

It has the trade date, so when did we do that particular trade in the account? It has the number of 
contracts that I did. Now again, your number may be different, but I'm going to track the number of 
contracts. It's going to track either the credit that we got on that adjustment, or the debit that we had to 
pay. In some transactions when we adjust, we're paying debits, as well as sometimes receiving credits.

It's going to track what the credit was, what the debit was. Then we're going to look at how much 
capital, how much capital did we have to add to the trade? Then last but not least, what's the total, 
what's the total amount of capital in the trade? I'm going to be adding these into our spreadsheet, so 
you'll see now going forward as we look at a trade that we have adjusted or rolled in any way, shape, or 
form on our normal spreadsheet, I'm just going to put in the result category rolled.

I'm just going to put rolled and then we're going to refer it over to this more detailed spreadsheet, so 
that we can look at the actual details of it. Just a couple of little things to think about guys, so as we're 
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going forward here we can track everything that we're doing. Let's go ahead here and let's get into our 
account and look at our current positions and what we're going to be looking at going forward for this 
week.

Okay, so let's go ahead and go through our positions as we currently sit. First and foremost let's talk 
about Twitter. Some of you are still holding a Twitter position. Click on that, I believe it is the May 17s 
right here. They are expiring this Friday and the concerned leg was the call leg. We had sold the 38's and 
bought back the 39's.

Our net credit on the trade was $0.40. Right now as we speak here, Twitter as I'm filming this, Twitter is 
$37.35 a share. It's down about a buck on the day. We can take advantage of that weakness if you are 
still holding Twitter to go ahead and close this trade out at a nice profit. You only need to deal with the 
call leg. The put leg is out of the money, that's right now fully profitable.

There's no reason in paying the spread or paying the commission to even mess with the put leg. You 
could go ahead and close the call leg out right now. Again, that would be simply buying back the 38 
strike price calls, and getting out of or selling the 39 strike price calls. The natural price right now is 
$0.29. You can probably get closer to $0.27 on that trade.

We sold it for a $0.40 credit. You'd be buying it back for a $0.27 credit. That would be a profit on your 
Twitter trade, so there's the first thing I guess to be aware of as we review our positions. If you are still 
holding your Twitter trade, you have the opportunity today if you desire to go ahead and get out of that 
at a nice profit.

I'd recommend that, I'd recommend exiting your Twitter trade at of profit. Number two, is just in no 
particular order other than just the way that they're stacked here in my account, AMD, AMD we do 
have. It's one of our newer trades, we still have 39 days left in it. It's doing its thing, it's about perfectly 
positioned right now, starting to break into the profit zone.

It is nice as the market is the tanking right now. This is really coming into its own, nothing really to do in 
terms of managing or adjusting AMD. It's doing its job, we're going to continue to monitor it, but it's 
nothing that requires any action at this point. UNH, I really believe that the market, this downturn that 
we are having in the market is saving us in this UNH trade.

This stock, I mean we've had this entire period right here, this entire week where UNH has basically 
traded sideways, the market's been crashing. I really believe that if we had not had this market 
correction this last few days, we'd be up here around the 250 level. There is a lot of strength and there is 
a lot of support in UNH.

We've been saved here in this trade because of the weakness in the marketplace. We are starting to 
move closer now towards that profit zone. We do have 18 days still left in UNH. The next one down on 
our list is AMZ. AMZ, excuse me, AMZN, Amazon, is getting close to our put leg. If you remember our 
Amazon trade here, let's go ahead and put Amazon, AMZN, the key, key component here in Amazon was 
this 1810.

I believe it was 1810, let's just double check that. Yeah, 1810 is the put leg down here. We're obviously a 
lot closer to the 1810 leg than we are up here to our top leg. We've got our top leg in at 2050, so we 
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may need to do an adjustment here to bring our put leg down below the 50 day, down to where the 200 
day moving average is.

You'll notice when we originally put this in, we put our support level at that 50 day. We're getting close 
to that level right now. We might have to move it down here to the 200 day. That's pretty easy to do on 
the Amazon trade, so right now that's on our watch list. We are watching the Amazon trade to see if we 
need to make any adjustments there.

Bank of America, big selloff today. We're down a buck, we're getting close to our put leg here on the 
Bank of America trade. There's some additional profit still here in the Bank of America trade. We're 
getting to sit on this trade. We will put that on our watch list as well. We're watching Amazon, we're 
watching Bank of America, but right now they're both in our cash flow zone.

There's a lot more potential profit in the Bank of America trade. We might add some extra legs into that. 
We did have a Bank of America trade expire last week. For me, in my trading account here, my example 
account, it freed up $2500 in buying power. I had about $1000 of buying power left, that expired, and 
now I've got about $3500.

We might use that buying power up here to leverage this Bank of America trade a little bit more here 
going into the last little bit of this trades life. We do have 11 days left in Bank of America, no action right 
now needed on that, but we might look at that as we get closer to expiration. ADSK, ADSK is a trade that 
could really give us mountain load of profits if we look at it.

You remember the way we've structured the adjustments on this trade. We've taken on a little bit more 
risk on the call side than the put side, but in doing so we were able to push out our cash flow zone up 
here in a tier, a two-tiered layer cash flow profit zone that we've been in. We've been in this zone right 
in here, which for me would have been about $330 of profit.

Now we're sliding down to where it's going to be $1330, so we are in a big, big, big profit zone right 
now. We're going to watch this one, this is our big one for this week. This is our expiration for this Friday 
as well, four days until expiration. Right now this is sitting in a huge, huge profit zone. We're up almost, 
at least in my example, $900.

Your numbers might be different. I've got another $400 of extrinsic value just sitting there. This could be 
a really, really big trade for us, so we'll continue to watch that. XLRE is toying with our profit zone there. 
Again, this is expiring this Friday as well, so really our two focuses for this week are the ADSK trade and 
the XLRE trade.

If we look at be XLRE trade, you can see we're just breaking into that profit zone right there. That would 
show about a $290 profit on this trade. That would be a big swing, that would be a big swing in the next 
four days to swing from a $900 loss to a $200 or a $300 profit, so that would be a nice, nice move if we 
could maintain that.

A lot of profit potential in the XLRE, a lot of profit potential in the ADSK. We are watching the Amazon, 
we're watching the Bank of America, okay? No other alerts today other than the Twitter. Go ahead, if 
you're still in that Twitter trade, exit that at a nice profit and we will talk with you guys on Wednesday 
with a brand-new trading idea, brand-new way.
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We've never done this before, way to approach options getting exercised and options getting assigned 
to us. I'm excited for that, we'll look for that on Wednesday. Have a good trading week folks, we'll see 
you in a few days.
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