
WMT$Strangle$vs.$BRK$

Warren$Buffe5,$the$“Oracle$of$Omaha”,$is$
considered$by$many$to$be$one$of$the$greatest$

value$stock$investors$of$our$Dme.$$His$
methodology$of$fundamental$analysis,$

management$“veFng”,$and$buy$and$hold$theory$
epitomize$tradiDonal$investment$theory.$$
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People$oJen$quote$“If$you$invested$$1,000$in$
Berkshire$Hathaway’s$stock$at$its$incepDon$in$
1965,$you$would$be$a$millionaire$many$Dmes$

over$by$now!”$
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Today,$we$a5empt$to$put$that$in$perspecDve.$$
We$will$look$at$what$Berkshire$Hathaway’s$
return$really$means$and$we$compare$it$to$a$

mechanical$approach$to$selling$WMT$strangles.$
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Berkshire$Hathaway$

If$you$had$invested$$100$in$BRK/A$stock$in$1965,$
today$you$would$have$$362,179!$$It$sounds$like$
an$astronomical$gain,$and$it$is$in$the$world$of$

buy$and$hold$invesDng.$
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But$that$gain,$as$astounding$as$it$seems,$yields$a$
19.50%$return$on$a$compounded$annual$basis.$$
This$is$our$means$of$comparison$to$any$other$
vehicle.$$For$example,$the$S&P$returned$8.90%$

compounded$over$that$period$of$Dme.$$$
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$

How$do$these$returns$compare$to$those$of$
selling$a$strangle$in$WMT$each$month?$

$

WalaMart$is$a$low$volaDlity$stock,$which$leaves$
us$with$li5le$credit$received$and$a$Dght$dollar$

range$expected$move.$

$
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$
The$Study$

On$the$first$of$each$month,$we$sold$a$1$SD$(84%$
probability$OTM)$second$month$strangle.$$This$
put$the$DTEs$between$44$and$51$days.$$We$let$
these$expire$and$acted$as$if$the$opDons$were$

“cash$se5led”.$
$
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Due$to$data$constraints,$we$were$only$able$to$
get$8$years$of$opDons$data$and$will$extrapolate$

the$results$for$the$period$of$Dme$back$to$
Berkshire$stock’s$incepDon$(1965).$
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The$Results$
Selling$the$WMT$strangle$yielded$an$annual$ROC$
of$25.4%.$$While$not$excepDonal$by$opDons$
standards,$it$sDll$exceeded$Berkshires$return$
handily.$$Further,$BRK$used$around$1.6$Dmes$
leverage$as$compared$to$our$2$Dmes$leverage$

inherent$in$a$margin$account.$
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What$does$this$addiDonal$return$mean$in$dollars?$



WMT$Strangle$vs.$BRK$

Next$Dme$you$hear$about$the$incredible$returns$
of$Warren$Buffe5,$put$it$in$perspecDve.$$OpDons$
trading$is$a$powerful$means$of$creaDng$wealth.$

$

$$Time$invested$in$learning$can$be$quite$
rewarding!$
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DISCLAIMER:+The$purpose$of$this$material$is$to$demonstrate$market$trading$techniques$and$strategies$designed$to$give$you$the$skills$and$confidence$to$
manage$your$own$investments.$$

$$
$The$risk$of$loss$in$trading$securiDes,$opDons,$futures$and$forex$can$be$substanDal.$You$must$consider$all$relevant$risk$factors,$including$your$own$

personal$financial$situaDon,$before$trading.$OpDons$involve$risk$and$are$not$suitable$for$all$investors.$$
$

$You$are$assuming$the$enDre$risk$of$any$and$all$trades$placed$in$the$stock$market.$Due$to$the$Dmea$criDcal$nature$of$trading,$the$varying$fees$
charged$by$brokerages,$and$the$acDvity$of$other$market$parDcipants,$tastytrade$cannot$guarantee$that$similar$trades$you$place$will$mirror$the$exact$
performance$of$the$tastytrade$porkolio.$$
$

$tastytrade$is$not$a$licensed$financial$advisor,$registered$investment$advisor,$registered$brokeradealer$or$FINRA|SIPC|NFAamember$firm.$tastytrade$
does$not$provide$investment$or$financial$advice$or$make$investment$recommendaDons.$tastytrade$is$not$in$the$business$of$transacDng$trades,$nor$does$
tastytrade$agree$to$direct$your$commodity$accounts$or$give$trading$advice$tailored$to$your$parDcular$situaDon.$Nothing$contained$in$tastytrade’s$porkolio$
demonstraDon$consDtutes$a$solicitaDon,$recommendaDon,$promoDon,$or$endorsement$of$any$parDcular$security,$other$investment$product,$transacDon$or$
investment.$$
$

$BY$USING$THE$TASTYTRADE$WEB$SITE$AND$ACCESSING$THE$TASTYTRADE$MATERIALS,$YOU$AGREE,$AT$ALL$TIMES,$TO$INDEMNIFY,$DEFEND,$AND$
HOLD$TASTYTRADE$(INCLUDING$ANY$OF$ITS$AFFILIATES,$OR$ITS$RESPECTIVE$SUCCESSORS$AND$ASSIGNS,$OR$ANY$OF$ITS$RESPECTIVE$OFFICERS,$DIRECTORS,$
EMPLOYEES,$AGENTS,$REPRESENTATIVES,$LICENSORS,$OPERATIONAL$SERVICE$PROVIDERS,$ADVERTISERS,$OR$SUPPLIERS)$HARMLESS$FROM$AND$AGAINST$
ANY$AND$ALL$CLAIMS,$ACTIONS,$DEMANDS,$SUITS,$LOSSES$AND$COSTS$(INCLUDING$ATTORNEYS’$FEES)$RESULTING$FROM$TRADES$YOU$PLACE$IN$THE$
MARKET.$TASTYTRADE$SHALL$NOT$BE$LIABLE$FOR$ANY$LOSS$OR$DAMAGE,$OF$ANY$KIND,$DIRECT$OR$INDIRECT,$IN$CONNECTION$WITH$OR$ARISING$FROM$
USE$OF$EDUCATIONAL$SERVICES$PROVIDED$AS$PART$OF$THIS$PORTFOLIO$DEMONSTRATION.$$

$


