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The information in this presentation is provided for general education and information purposes only. No
statement(s) within this presentation should be construed as a recommendation to buy or sell a security, futures
contract, or to provide investment advice. Supporting documentation for any claims, comparisons, statistics or other
technical data in this presentation is available by contacting Cboe Global Markets at www.cboe.com/Contact.

Options involve risk and are not suitable for all investors. Prior to buying or selling an option, a person must receive a
copy of “Characteristics and Risks of Standardized Options.” Copies are available from your broker or from The
Options Clearing Corporation at One Wacker Drive, Suite 500, Chicago, IL 60606 or at www.theocc.com. Past
Performance is not indicative of future results. Long-term Equity Anticipation Options (LEAPs®) is a service mark(s) of
Cboe Exchange, Inc. All other trademarks and service marks are property of their respective owners. © 2020 Cboe
Exchange, Inc. All Rights Reserved.“

The information provided in this communication is solely for educational purposes and should not be construed as
advice or an investment recommendation. Fidelity Investments is a separate company, unaffiliated with Cboe
Exchange, Inc. There is no form of partnership, agency affiliation, or similar relationship between Cboe Exchange, Inc.
and Fidelity Investments, nor is such a relationship created or implied by the information herein. Fidelity Investments
has not been involved with the preparation of the content supplied by Cboe Exchange, Inc. and does not guarantee
or assume any responsibility for its accuracy or completeness.

Disclosure

http://www.cboe.com/Contact
http://www.theocc.com/
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Can My Portfolio Benefit From Options?
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Stock Replacement 
Strategy with
LEAPs® Call 
Purchase
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What Are LEAPs?

Benefits and Limitations

What Is Stock Replacement?

Stock Replacement Example

Return On Investment

Stock Replacement Strategy
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Long-Term Equity AnticiPation Securities

Call & Put options > 12 months

Same characteristics as traditional options

Prolonged exposure

What Are LEAPs?
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Benefits
• Less Capital

• Return On Investment (ROI)

• Minimal Time-Decay (Theta)

• Prolonged Price Movements

• Behaves Like Underlying Stock

Limitations
• Bid-ask Spread

• Higher Option Premium

• No Dividends

• Availability

• Tying up $$$

Here’s What You Need To Know
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Re-create stock position

Option trade replaces stock

Benefits related to Leverage

Long-Term Equity AnticiPation Strategy 
(LEAPs)

What Is Stock Replacement?
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Unlimited Reward & Limited Risk – ABC $100

Bullish – Buy Shares

Buy 100 Shares @ $100

Cost is $10,000

Max Reward  = Unlimited

Max Loss = Limited to Cost

Unlimited Reward & Limited Risk – ABC $100

Bullish – Long Call

Buy ABC Jan 2022 100 Call for $15.00

Cost is $1,500

Max Reward = Unlimited

Max Loss = Limited to Cost

Reduced Risk. Reduced Cost. Unlimited Upside Exposure

Stock Replacement Example
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For illustrative 
purposes only.

ABC = $100



11

Stock Price Buy 100 Shares @ 
$100

Buy ABC $90 LEAPs 
Call @ $20

Buy ABC $100 
LEAPs Call @ $15

$50 -$5,000 (-50%) -$2,000 (-100%) -$1,500 (-100%)

$75 -$2,500 (-25%) -$2,000 (-100%) -$1,500 (-100%)

$100 $0 -$1,000 (-50%) -$1,500 (-100%)

$125 +$2,500 (25%) +$1,500 (75%) +1,000 (67%)

$150 +5,000 (50%) +$4,000 (200%) +3,500 (233%)
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Key Takeaways

LEAPs Options

Benefits & Limitations

Stock Replacement Strategy

Trade Example

Return On Investment
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What Is A Covered Call?

Trade Example

When & Why To Use

Choosing Strikes & Expirations

Exit Strategy

Generating Income With A Covered Call



14

What Is A Covered Call?
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Upside profit potential is limited

• Strike price + call premium received – stock price paid 

• If assigned stock sold at strike price

Break-even point 

• Stock price paid – call premium received

Downside loss potential is substantial

• Downside risk is with stock

• Short call option offers limited protection

• Entire stock cost less call premium received is risk

What Is A Covered Call?
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Position:  Own 100 shares of XYZ @ $110
Target Price: $125/share

Trade Example

Sell XYZ Sept. 125 Covered 
Call @ $4.00 Sell Limit Order @ $125

Risk $106 = $110 - $4 Premium $110

Reward $19 per share 
($125 - $110 + 4) $15 per share

Profitable Above $106 = $110 - $4 
Premium Above $110

Time Exposed until September 
expiration Exposed until XYZ > $125
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When to Use:

• Neutral to Bullish

Why to Use

• Collect

• Pre-set stock sale

• Downside protection

Be Aware……

• Early assignment 

When & Why To Use
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Stock Goes Up

• Hold Position

• Roll in last week

Stock Barely Moves

• Hold to Expiration

• Re-initiate

Stock Goes Down

• Buy back

• Sell another Call

Exit Strategy
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Key Takeaways

What Is A Covered Call?

Trade Example

Reasons To Use

Choosing Strikes and Expirations

Exit Strategy
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