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01  Trading Long Strangles for Passive Income

Trading options on the stock market is not for the faint of heart. However, you have come to the right place if you want big returns (for taking big risks).

Trading options can be a very emotional experience because the stock market can make you feel like an idiot sometimes.

Therefore, finding the options strategy that works for you is necessary. You’ll need to dabble in the market to learn your temperament and find the best fit.

Dividend Investing through Turbulent Times

Start with dividend investing. I recommend starting your options journey with a high-yield savings account, Treasury Bonds, and dividend investing.

Why start with these much slower, lower-paying strategies to earn passive income? You’ll need to understand the weight of “yield” before trading options.

For example, a high-yield savings account may pay you 5% interest PER YEAR. If you invest $8,000 into an HYSA, it’ll pay you $400 per year, $33 per month, or $7.70 per week.

A good Closed-End Fund like Pimco Dynamic Fund (PDI) may pay you 11% PER YEAR. If you invest $8,000 into this CEF, it’ll pay you $880 per year, $73 per month, or $16 per week.

The numbers when trading options can be outrageous, so you’ll need to keep yourself grounded in reality. If not, you can succumb to the cycle of greed and fear.

Becoming an Entrepreneur #6: Creating a Sales Funnel

Getting started with options trading. Once you have a handle on yields, you’ll want to squeeze options trading into your daily operations.

I am a part-time options trader. Time is the most crucial element in my life, and I don’t want to spend it in front of three computer monitors every day.

I want to extract $1,000 to $2,000 monthly from trading options. I tailor my strategy around making this amount of money.

The two most basic strategies in options trading are selling covered calls and selling cash-secured puts.

Don’t Gamble with Retirement 10

Both strategies require you to have the money upfront but keep you from losing your shirt. They do have their downsides, however. Here are some takeaways you’ll need to learn from this phase.


	
Time is your friend or enemy. When you sell options, time works in your favor. When you buy options, time works against you every day. As you get closer to your expiration date, time will exponentially affect the price of your options.

	
Volitaily. Options prices can change dynamically based on how volatile the stock price becomes. Understand that the market “prices in” any advantage you think you may have. Learn to get in and get out.

	
Emotions. You can do all the technical and fundamental analysis you want, and the options and stock market can do whatever they want. If you have a chance to take profits, do so.



Trading Long Strangles for passive income. With that information as a backdrop, let’s trade some long strangles.

Series “I” Bonds vs. Series “EE” Bonds

Don’t confuse long strangles with long straddles. A good resource for learning many option techniques is “The Options Playbook.” They also have a website with the same information.

What is a long strangle? A long strangle is where you buy one call option and buy one put option to strangle (or surround) the current stock price.

The idea is to capture the momentum of a stock price no matter what direction it moves. To buy options (versus sell them), you must be a level 2 options trader through your broker.

Let’s say the current stock price for Palantir (PLTR) is $16. I would buy a call option for $16.50 and buy a put option for $15.50.

Treasury Notes vs. Certificates of Deposit

Setting the trap. I like to call this method “setting the trap” or “controlled pairs.” The goal is to make enough money to cover the costs of all the options you purchased, plus the profit.

I trade options that are three weeks out because they are less susceptible to time decay. The final week before expiration can wipe all your profit quickly, so I avoid that week like the plague.

I like to sell my options during the first week because both sets will drop in value over the weekend. Buying options are like holding hot potatoes; plan accordingly.

Here is the secret to this technique. When you buy options, you can only lose as much as your purchase price; however, you can double or triple your money on the upside.

Bond Investing in Your 70s

As the stock price moves in one direction, one option will move toward 200% and the other toward 50%.

At first, they will move in reverse tandem, meaning one may be up 30% and the other down 30%. But, eventually, the one moving down will decelerate exponentially, and the one moving up will accelerate exponentially. 

You may see one up 60% and the other down 35%. This is where you make money while trying not to get greedy.

Knowing your limits. I aim to make $400 to $800 weekly from one “controlled pair.” To achieve this income level, I buy $4,000 of each option for a total of $8,000.

Are We Living Our Lives in Fast Forward?

Therefore, when my pair achieves 5% to 10% profit, I sell them both and enjoy my passive income. Let’s look at what I traded this week.

[image: image]

As you can see, I bought $8,245 in options on October 23 and sold $8,747 on October 24—walking away with a cool $502 for the week.

Of course, I could jump right back in and set another trap, but let’s reflect on dividend investing and high-yield savings accounts.

On a side note, I set my put options at the wrong strike price in the above picture. They should be below the strike price for my call options.

Start a Review and Content Business Toward Passive Income

How not to get greedy. The most important part of this strategy is not getting greedy. Remember, we are talking about earning 5-10% of your money per week.

With options, I can make $400 to $800 per week versus $7.60 with a HYSA or $16 with a closed-end fund.

The allure of making a lot of money with options can lead to poor decision-making. Yes, you can extend your successful options for a few good days on the stock market. 

You can watch your winner climb to 300%, and your loser fall to 50%. However, the longer you stay active, the more risk you incur.

The worst thing about this strategy is when your stock becomes less volatile. That means both options will drop in value instantly. This occurs after a significant event like an earning call.

So Your Kid Wants to be a Doctor?

Therefore, getting in, earning 5-10%, and getting out is best. I know it is boring, but the stock market can quickly make you look foolish.

Conclusion. I love long strangles because I don’t like risking my money for long periods. I want to get in and get out in a few days while earning money for the weekend.

Having your passive income strategy well before trading options is a good idea. You do not want to ever depend on the money you earn from trading options.

Retirement Planning for the Average Person 5

The minute you NEED to make money by trading options, the minute you make a poor decision by waiting a little longer to juice returns.

I chose long strangles because I don’t have to worry about which direction my stock moves. I just need to control my emotions, take profits, and enjoy my life.

This strategy fits into my Happy Cash Flow Retirement system, so I love performing it every Monday. Have a plan before entering any options trading strategy to get the best results. Good Luck!
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02  High-Yield Savings Account Year in Review 2022
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Today we celebrate. 2022 was an incredible financial year; therefore, we can ring in 2023 with a bang. My high-yield savings account is one of my favorite investment vehicles of 2022, so I want to explore it more in-depth.

[image: image]Free 50-Page PDF Download ($2.99 Value)

Discover did me a solid by sending me an email summary of my HYSA. This also included my favorite debit card that pays one percent cashback. Let’s take a look.

[image: image]

Interest rates increased. The most significant event of 2022 was when the Federal Reserve made it a goal to raise interest rates.

Happy Cash Flow Retirement

The Federal Funds Rate directly impacts treasury bonds, mortgage rates, credit cards, auto loans, and (that’s right) savings accounts.

My Discover HYSA ended the year at 3.3%, which is impressive because it started at 0.4%. That's a whopping eight times more interest.

I earned a total of $47.62 in interest in 2022. This $47 can now start compounding on its own, creating its own snowball of interest accrual. 

Cashback for the win. In 2022, I also started to take advantage of my cashback debit card. I was in Japan in 2020 and 2021, so I couldn’t use my card too often.

Boring Investing is Good Investing

Now I am in San Diego and can use the card as part of my daily budgeting plan. I transfer $1,500 to my debit card monthly, equaling $50/day.

I use this account to pay for my daily food (salads, Lunchables, granola bars, sushi), gas, and entertainment. 

I also transfer $200/month to the card for things like Netflix, Hulu, Microsoft Office, and Kindle Unlimited.

Big Money in Tiny Homes

At the end of the month, I receive between $13 to $16 in cashback rewards. This money goes directly to my HYSA to start earning interest throughout the next month—a pretty sweet setup.

[image: image]

How much do I have in my account? I have roughly $6,100 in my HYSA to start in 2023. I aim to get this to $10,000 in the year's first half. 

From there, I can start working towards my Tier 3 emergency fund (six months' worth of expenses or roughly $30,000).

I have money spread across another five savings accounts to protect from using my HYSA and emergency fund. You should only use emergency funds during “actual” emergencies.

5 Takeaways from “A Trader’s First Book on Commodities”

Therefore, I have another $5,000-$7,000 in standard savings accounts that I can use for annoying inconveniences that always pop up.

The power of an HYSA. A high-yield savings account may be your introduction to earning interest and passive income—it was for me.

My first attempt at passive income was depositing $100 into my HYSA in June 2019. At the end of the month, Discover paid me $0.06 for my trouble.

The Velocity of Money

These moments are vital to convincing yourself to save and invest. How you handle six cents is how you handle $600,000.

You must start somewhere, and HYSA and cashback debit cards are excellent tools to make the transition.

Count every penny. Unfortunately, you will need to count every single penny as you transition from a spender to a saver.

Are You Too Old to Start a Business?

Does it suck to follow a budget, document every outbound penny, and record every penny of interest earned? No, because it’s great to watch your debt disappear and your passive income increase.

It is humbling to watch $77,000 in debt go away (rather quickly) and transform into receiving $1,800/month in dividends.

The devil is in the details. What you measure, you manage. As you transfer your online budget payments to your cashback debit card, you will start to see the numbers.

If you spend $2,000 on your debit card, you’ll receive $20 back. It’s best to get as many little ankle-bitter bills onto your debit card as possible.

Millennials, Homeownership, & Kids

The maximum amount you can get cashback is $3,000, so up to $30 back. I want to achieve this amount every month.

I set up most of my major bills (electric, internet, water) to come directly from my Wells Fargo checking account. This prevents me from constantly changing my setup as new cards arrive.

It’ll be painful to get these bills onto the card, but it will be worth it. Hey, a free $30 can buy me a couple of McDonald’s iced coffees per month.
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