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Options Corner
By Robert Mendel
For the first time ever in Palos Newsletter history we will do a double header. What do I mean? Well, I missed the
deadline last week because Jimmy the Copy Editor (who is great) didn’t give me extra time even though I wrote up the
column. So, you first will read last week’s column and then afterwards you will read this week’s. As always enjoy.
April 25 column
Earnings season is back! And with it comes some fun. This is what I did today on Amazon and Intel.
With Amazon trading at $1921 at 3:31pm, I sold 1 April 26 2000 call for $8.40. My bet here is that amazon will stay
under the strike by expiry even if they report a great quarter if for no other reason than it has rallied a lot recently. And
my break-even is $2,008.40 giving me a little more room.
As for Intel I just did not have the same confidence in a good quarter as I did with Amazon so at 3:35pm with it trading
at $67.25 I sold calls that were much closer to the money. I sold 20 April 26 calls for .66 cents. Below you see both.

The problem is you won’t see this until next week since I missed the deadline which is why I put the dates - Jimmy the
copy editor is not giving me an extension. If someone can give me a heads up to remind me that would be great because
Jimmy is certainly not helping. I mean think of the entertainment you were deprived of!!
On another note let’s go back to Intuitive Surgical (ISRG). The company reported, and although the earnings were great,
the market wanted them to be really great. So what happened? It sold off over 5% and traded under $495. So, while I
said I would wait to see what the earnings were before averaging down I never did average down. But with the stock
at $504 I did sell another call, the April 530s for $1.20. And yes, there is a chance the stock does a V and reverses quickly
leaving me scrambling to roll higher, but it is a chance I am happily willing to take to bring my cost down quicker.
Assuming it expires, I plan to keep a cushion of 3-5% per week so I would look to sell the next call anywhere between
$530-540 based on the current $517.78 price.

Anyway, market closing so got to see if I was right or not. See you...
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Options Corner cont.
By Robert Mendel

And now for this week’s column…
Just to continue on the Intuitive Surgical theme (I know you are probably getting tired of it, come to think of it, so am
I, but I digress) the April 26 530 calls expired worthless. So, what did I do this week? I sold on April 30th the May 10 525
calls for $3.45, lowering my cost even more. And I reduced the strike by 5 points because I didn’t think the stock would
turn around as quickly. And with it currently trading at $504.51, it looks like the short call is safe – unfortunately since
the stock is lower. See below.

What else can I write about? Oh yeah, let’s talk about oil… Warren Buffet announced he was backing Occidental
Petroleum’s (OXY) bid for rival Anadarko perhaps pulling the company away from Chevron which also is making a play
for it. In any event, with oil stocks lower and specifically OXY trading near 52 week lows I though a play would be in
order and I didn’t need much downside protection.
This is what I did. With the stock at $58.50 on April 30th, I sold 20 May 10 58 puts for $1.25. If it stays above the strike
of $58 by next Friday, the return for 10 days will be 2.1% (1.25/58). I will most probably roll if I need to but come the
beginning of June, I may want to have a long position regardless so I can get the .78 cents dividend which equates to
5.7% annualized. But that is only 4 weeks away, so plenty of time to make a decision. See the current position below.

And now the double header is over… I say goodbye...
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Disclaimer:
This publication is proprietary to Palos Management Inc. (along with its affiliate Palos Wealth Management Inc., “Palos”). This publication may
be copied, downloaded, stored in a retrieval system, further transmitted, reproduced, disseminated, and/or transferred, in any form or by any
means, but only as long as it is unaltered and attributed to Palos. This publication and its contents may not be sold or licensed without Palos’
written permission. The information and opinions contained herein have been compiled or arrived at from sources believed reliable but no
representation or warranty, express or implied, is made or implied regarding accuracy or completeness. The information provided does not
constitute investment advice and it should not be relied upon on as such. If you have received this communication in error, please notify us
immediately by electronic mail or telephone. This document may contain certain forward-looking statements that are not guarantees of future
performance and future results could be materially different. Past performance is not a guarantee of future performance. “S&P” is a registered
trademark of Standard and Poor’s Financial Services LLC. “TSX” is a registered trademark of TSX Inc. The Bloomberg USD High Yield Corporate
Bond Index is a rules-based, marketvalue weighted index engineered to measure publicly issued noninvestment grade USD fixedrate, taxable,
corporate bonds. To be included in the index a security must have a minimum par amount of 250MM.
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