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                                           Selling a Covered Call 

 

Phillips 66 (PSX) 
Price of Stock at 

Purchase 
Expira�on Date Strike Price Income/Contract 

 $86.96 November 18, 2022 $90 $718 
 

What is a Covered Call? 
A covered call is an op�ons strategy that involves owning a stock and then selling a call that expires on a specific date at a selected strike price. This 
strategy is popular to generate income since we are the sellers of the contract and are on the receiving end of the transac�on. As the sellers, we are 
paid a premium by someone who is buying the right to purchase the stock at the agreed upon strike price, and we, as the sellers, are obligated to 
sell to them at that same price. This type of strategy is usually used with a stock that is intended to be held for at least a few months and is not 
expected to move dras�cally higher.  

Phillips 66 (PSX) 
Phillips 66 is an energy company that operates through mul�ple segments including transporta�on of crude oil, natural gas, and liquefied petroleum 
as well as what we all probably know them best for, the refining of crude oil into petroleum products such as gasoline. Lately, the energy sector has 
been vola�le as crude oil prices shot up to over $130/barrel in the beginning of March which resulted in just about a 20% drop of PSX. We intend to 
hold PSX for the foreseeable future as our exposure to the energy sector and thus took the opportunity to generate income by selling the call. 
 
Below is the 1-year chart of PSX, which you may see seems to be quite vola�le. Due to such, the pricing of the op�ons tend to be higher than less 
vola�le posi�ons and therefore benefited us since we are on the sell side of this par�cular transac�on. Addi�onally, the strike price is $90, as 
displayed in the table above, which happens to be right around where the stock peaked so far this year. Ul�mately, if the stock would con�nue 
higher, we are comfortable selling at $90 since it is right around its 52-week high. 

 
 

IMPORTANT DISCLOSURES: *M.V.P. is Econ Wealth Management's Market Variety Por�olio that includes specific investments intended to meet client's needs within the confines of their goals and risk tolerance. If 
you have any ques�ons about how the M.V.P. affects your plan, please contact the office today. 
Informa�on presented is believed to be factual and up to date, but we do not guarantee its accuracy and it should not be regarded as a complete analysis of the subjects discussed. All expressions of opinion reflect 
the judgment of the author/presenter as of the date of publica�on and are subject to change and do not cons�tute personalized investment advice. A professional advisor should be consulted before implemen�ng 
any investment strategy. Investments are subject to market risks and poten�al loss of principal invested, and all investment strategies likewise have the poten�al for profit or loss. Different types of investments 
involve varying degrees of risk, and there can be no assurance that any specific investment or strategy will be suitable or profitable for a client’s por�olio. All investment strategies have the poten�al for profit or loss. 
Any charts, graphs, or visual aids presented herein are intended to demonstrate concepts. These visual aids should not in any way be interpreted as a device with which to ascertain investment decisions or an 
investment approach. The specifics of the ac�vity presented by the EWM Asset Management team is intended for general informa�on only. The actual impact to your personal por�olio is not represented by the 
statements made in this document and you should proac�vely review your monthly/quarterly statements or contact the office to speak to an Advisor to validate your specific transac�ons.  Technical Analysis is a form 
of research that cannot guarantee any sort of outcome.  EWM considers this a form that is any beter than any other sort of due diligence including Fundamental Analysis.  Do not consider this video to be a 
solicita�on to buy or sell any security or investment.  No content should be construed as an offer to buy or sell, or a solicita�on of any offer to buy or sell any securi�es men�oned herein. 
 


