
the daily edge presents…

THE SECRET TRANSACTION 
THAT COULD GENERATE 
HUNDREDS (OR MORE) 

IN INSTANT INCOME 
MONTH AFTER MONTH



There’s a moneymaking secret lurking right in your own stock account — a simple technique you could use to boost 
your portfolio’s bottom line in just minutes.

It’s a strategy that you can use in good markets and in bad. And it’s very easy to learn. If fact, we recently taught this 
technique to random people pulled off the street.

For example, right outside our office building in Baltimore, we met Charro, a woman with no financial experience. 
With our guidance, she used this secret technique to add $252.21 to a stock account in just a few minutes.

To further drive the point home, also went downtown to the Baltimore comic book convention. Folk from all over the 
East Coast were arriving to meet their favorite illustrators and writers. Many were in costume. 

In fact, when we met Brandon, he was dressed up as his favorite character from a Japanese cartoon. Like Charro,  
he didn’t have any financial experience. Yet just a few minutes later, he was able to use this technique to collect $197.21.

We even went to Baltimore’s financial district, where we met David. Despite working for a major financial services com-
pany, he’d never heard of this strategy, either. But it didn’t take him long to learn it. In just a few minutes, he used this 
simple transaction to add $241.21 to a brokerage account.

So as you can see, just about anyone can learn to use this technique to instantly add money to their account. 

I’ll show you exactly how to do it in this report. More importantly, I’ll tell you how to do it correctly… giving you a 
chance to earn hundreds of extra dollars — or more — each month.

The Secret Transaction That Could 
Generate HUNDREDS (or More)  

in INSTANT INCOME Month  
After Month
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But first, let me warn you — using this strategy may require you to conquer some irrational fears. You see, even though 
this secret transaction is easy to learn and relatively safe, at its heart are some tools that few investors understand. 

I’m talking about stock options.

With a few simple precautions, options can be powerful moneymakers — adding hundreds of dollars on top of the 
gains you’ll see from stocks alone. So let me tell you the proper way to use them to build your income… and why you 
have nothing to fear about them.

Making Money With Options
There are many reasons stock options have a bad reputation. For one thing, the terminology can be intimidating, with 
terms like “contracts,” “premiums,” “puts” and “calls” to wrap your head around.

They can sound complicated, too, with myriad “strike prices” to consider and “expiration dates” to keep track of.

Then there are the scare stories about how risky options can be… and how a frighteningly large number of stock options 
“expire worthless.” Who wants to invest in something that regularly loses all its value?

Don’t let any of that scare you, though. Used properly, stock options can instantly fund to your investment account 
almost on demand, with very little work or even risk on your part. And as you’ll see, they aren’t too hard to understand 
or even profit from.

For one thing, stock options trade alongside stocks on the major exchanges. You buy and sell them just like you do any 
stock. And like stocks, their prices go up and down in response to market conditions.

The biggest difference between stock trading and options trading is what you’re trading.

Stocks shares, of course, represent part ownership in a company. When you buy a stock, you buy a part of the company. 
When you sell your stock, you give up that ownership.

Options are a little more complicated. When you buy a stock option, you are actually buying rights to 100 shares of a given 
stock. Those rights expire on a given day, the expiration date, which is an integral part of every option sold.

There are two types of options, puts and calls. To use this “secret transaction” strategy, you’ll need to know about put options.

Put options give you the right to sell 100 shares of the underlying stock at the strike price (another integral part of 
every option) before the option expires.

Now, I’m never going to ask you to buy a stock option. But it’s important for you to understand what’s happening when 
someone does. So here’s a quick example.

Put Options in Action
Let’s say an investor owns 100 shares of Ford Motor Co. (I’m just using a well-known stock as an example.) They 
could buy an options contract that gives him the right to sell his 100 shares for, say, $16 apiece anytime between now 
and, say, next October.

This kind of options contract is known as a put. The strike price for the put option is $16. And the expiration date is 
in October.

They buy the put option from their stockbroker, just like they would any other stock. The price they pay for the contract 
is called the premium.

Once they buy the put, the investor is free to exercise his rights at any time. That is, they can sell their 100 shares of Ford 
stock for $16 a share — no matter what price Ford is trading for. (Obviously, the investor will only exercise these rights 
if Ford is trading for less than $16 a share.) But they must exercise those rights before the put’s expiration date. Once the 
option contract expires, so do the investor’s rights to sell his stocks for a guaranteed $16 a share. And the premium they 
paid for the option disappears, too.
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Think of it as an insurance policy. If you have car insurance, you pay a premium for a policy that covers you for a certain 
time period. If you wreck your car in that time frame, your car insurance pays you money. If you never need to cash in your 
policy, the premium you paid for it disappears.

A put option works the same way. The investor pays a premium for the right to sell something for higher-than-market 
value. If it falls in value, they can cash in their policy — losing the property but receiving more money for it than they would 
otherwise get. And if they don’t need to cash in the policy before it expires, the premium they paid for it disappears.

But people buy options for more than just insurance. Remember, the values of option contracts fluctuate just like 
stock prices do. So some people buy options hoping to sell them at a higher price later. They may never even own the 
underlying stock shares.

Either way, these insurance-seekers and gamblers need someone to take the other side of the trade. They offer up their 
funds to anyone who wants to claim them.

And that person can be you!

The Other Side Always Gets Paid
As I explained earlier, when you buy an option, you are buying certain rights to the stock.

But just as with stocks, there are two sides to every trade. To buy a stock, someone has to sell it to you. The same is 
true with options. For every options buyer, there must be an options seller.

The difference is that instead of selling you their ownership in a company, an option seller is selling a commitment to 
honor the options contract.

When you sell a put, you receive money in exchange for the obligation to buy the underlying stock at the strike price. 
It’s called “writing options,” and it’s a lot less complicated than it sounds.

Consider the Ford example again. We talked about an investor who paid money — the premium — for the right to sell 
100 shares of Ford stock for $16 apiece. You can claim that money by taking the other side of the trade, receiving the 
investors’ premium in exchange for the obligation to buy his 100 shares of Ford for $16 each. 

To do it, just contact your broker or log in to your online account and tell them you wish to sell an options contract. (Note 
that you will need special permission from you broker before you make these kinds of trades. More on that in a second.) 

Essentially, you are creating a contract and offering it up for sale. But you don’t have to sweat the details, because options 
contracts are standardized. For this example, all you need to tell your broker is that you want to “sell to open” a Ford $16 
put option and they’ll know what you mean. Place the trade and you’ll be anonymously paired with someone looking 
to buy that put option — and you will claim whatever cash they’re willing to spend on it. That money will be wired into 
your account.

That’s instant income, which is nice. If the put buyer doesn’t exercise their rights before the option expires, your ob-
ligation disappears and you’ll get to keep the cash you received for selling the option. In fact, this happens to 70% of all 
options contracts, meaning there’s a good chance you’ll get to keep the money you received free and clear.

However, you’re also taking the risk that you’ll be forced to buy 100 shares of Ford stock for $16 each. In other words, 
if the put buyer exercises their rights, you might be stuck paying $1,600 for Ford stock — whether you want it or not. 
For this reason, you’ll need to keep $1,600 set aside in your portfolio, in case the shares are “put” to you.

Now, as I mentioned, the person holding the put contract isn’t going to exercise their rights if Ford is selling for high-
er than $16. In other words, if Ford is trading for $18 a share, the investor with the put contract has no reason to sell 
you their stock for $16 a share. But what happens if Ford stock does fall below $16 before the put contract expires? 
Say it falls to $14 a share. The person holding the contract could force you to buy their Ford shares for $16… even 
though they’re worth only $14!

You can use the unclaimed funds you collected to help purchase the shares — but you’ll still need to pay the rest. That’s 
why you kept $1,600 in reserve.
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Still, it may sound like a lousy deal for the writer — and it often is. Most put writers sell options without thinking the 
trade through. All they can do is simply hope the stock price stays above the option’s strike price so the contract will expire 
worthless and the writer will get to keep the income.

I think you can see how quickly that wishful thinking could go awry. Just imagine being forced to buy a lousy stock 
for more than it’s worth! It could easily outweigh the money you claimed by taking the other side of the trade.

That’s why I recommend a small shift in your strategy that will almost guarantee you’re never disappointed when you 
collect unclaimed funds by selling puts.

The Right Way to Write Puts
As I said, most put writers sell put options hoping they’ll expire worthless. But my first rule for writing put options is to 
go into the trade expecting the option to be exercised.

That is, only write options on stocks you want to own. If you sell puts on a lousy stock, you could find yourself holding 
shares of that lousy stock. But sell puts on a great stock and you shouldn’t mind if shares are put to you.

Also, you should sell puts with a strike price that you can live with. If you wouldn’t buy a stock at a given price, never 
write an option that could force you to buy it at that price. Don’t want to pay $16 for Ford? Then don’t sell a Ford put 
with a $16 strike price.

Instead, you can use this strategy to add to income-producing stocks to your portfolio at what’s effectively a reduced 
price. For example, if I say Procter & Gamble (PG) is a buy up to $75 and the stock is trading for $77, you shouldn’t 
buy news shares.

However, you could sell Procter & Gamble stock options with a $75 strike price. You’ll collect the premium, which goes 
to your account. And if PG shares fall below $75, you can use that money toward your purchase price — effectively buying 
shares below what I consider a fair price!

My final rule for selling puts is to avoid the temptation to write options just because premiums are high. Remember, the 
option buyer is paying you money for a reason — you’re taking on a risk. The higher the risk, the more money they’ll 
pay you. So the more money they put on the table, the higher the risk.

For instance, options with far-off expiration dates tend to have higher premiums. That’s because there’s more time for 
something big to happen to the company. Six months from now, it could launch a game-changing product… or it could 
declare bankruptcy. A company that is bargain-priced today could be untouchable several months down the road.

So stick with shorter-term options on stocks you’d like to own at a reasonable price.

Follow all these rules and you’ll be able to collect income by selling puts completely worry-free. If the put expires, 
you’ll happily keep your premium and can consider selling new puts for even more income. And if the puts are exer-
cised, you won’t care — because you’ll be buying a stock you want at a price you can live with.

But there are some steps you need to take before you can start writing options…

How to Start Trading
You should be able to sell put options right from your current brokerage account. Depending on the broker, you 
might even be able to sell puts in your IRA.

Three Rules for Writing Puts for Income

1. Never write puts on a stock you don’t want to own. The extra income isn’t worth the risk of being forced to buy lousy companies…

2. Never write puts with a strike price above what you’d be comfortable paying for the stock. Since you could end up owning the 
stock, you don’t want to pay too much for it…

3. Never write a put just because you’ll receive a large premium. Larger premiums often mean taking on higher risks, so make sure 
you have a reason to accept that risk…
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Keep in mind that you may need to ask your broker for permission to make options trades, however. Brokers have an 
obligation to make sure their clients don’t get in over their heads. So they don’t let you trade options willy-nilly. That’s 
why clients must meet certain requirements before they’re allowed to start trading 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 more risky the activity.

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 1” trade might be a “Level 3” trade at another broker.

To get permission, simply look on your broker’s website for options trading, fill out the required forms for permission 
to sell covered calls and then wait for your broker’s approval.

After that, it’s merely a matter of finding the option you want to sell.

Look for a button on your broker’s Web page to trade options, enter the stock symbol and then look for an “option 
chain” or a way to manually enter the expiration and the strike price. When in doubt, call your broker to figure out 
where to find the option you want to sell.

That’s all there is to it! Just remember to follow the rules I set out for you and you’ll be 100% in control of any risks.

And keep in mind that this secret transaction strategy is just one of the many income-boosting tips you’ll learn about 
in the pages of The Daily Edge. 

Here’s a brief look at what else you can expect ahead…

Your Key to a Worry-Free Retirement
Every day the market is open, you’ll receive a brand-new Daily Edge email.

I’ll also make specific stocks recommendations. Unlike the secret transaction, you won’t need special permission from 
your broker to buy these investments. You’ll just need a standard brokerage account.

Every stock I recommend pays a dividend — periodic cash payouts that the company deposits directly into your bro-
kerage account. While these payments may seem small, they can quickly add up. 

And for added peace of mind, each stock recommendation must pass a rigorous three-part test that I call the “Income 
Pillars.” These are:

1.  Protect your capital: This means we don’t take unnecessary risks, and I will recommend selling the stock 
if its share price or dividend payouts seem in danger.

2.  Growth: Every company I recommend has to be on a solid growth path. We want to see capital gains on 
top of the dividend payments we receive.

3.  Lucrative income: The companies I recommend need to be generous to shareholders. As the company 
grows, it should share more and more of its wealth with investors.

I’ll have more to say about all of this in future issues. As I said, I’ll also share unique tips with you, like ways to cut 
down your tax bill. 

And finally, thanks for joining The Daily Edge. I look forward to helping you maximize the amount of money you col-
lect each month — giving you a chance to achieve the kind of retirement you’ve dreamed of.

You’ll hear from me again soon.

Here’s to growing your income,

 

Zach Scheidt 
Editor, The Daily Edge
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