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How to Fix a Losing
Stock Position

So you bought a stock, and now it’s falling — and you’re just standing
by, watching the money drain from your account.

I’ve been there before. Anyone who has spent a decent amount of
time in the market has been there before.

But there’s one thing that separates the good traders from the bad —
and that’s knowing how to get your position out from under water.

Now, first things first: You only want to fix a losing stock position if
you believe the stock will rebound and continue to rise. If you think
the stock is destined to fall, then you need to get out immediately.
Just sell the stock and take the loss. It’s always smart to preserve
capital for the next trade.

But if you think the stock has still got some juice, then you’ll want
to fix it. And to do that, there are three things you can do...

1. Wait.
Basically, this involves doing nothing but sitting
around, waiting, and hoping for the stock to go
back up. Now, in my 30-plus years of experience,
this hasn’t worked. And if it worked for you once,
it likely won’t again. This is essentially a surefire
way to have a front-row seat to the draining of your
trading account.

2. Double Down.
The double-down approach involves adding more
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money to the trade at a lower price in hopes of
bringing your breakeven down. Let’s say you
bought 100 shares of XYZ stock at $70 per share
for a total investment of $7,000.

Your total risk would be your initial cost: $7,000.
And your profit potential is limitless, moving up
alongside the stock. Your breakeven is $70 — the
price at which you bought the stock.

XYZ 100 shares - $70

Long Stock

Total Risk
Unlimited profit

Breakeven above the breakeven.

(=]

Unlimited risk all
the way to zero
below the breakeven.

0 Stock Price

Breakeven

But after buying these 100 shares, the stock falls
from $70 to $50. Using the double-down approach,
you would attempt to lower your breakeven by
buying into the stock as it drops.

So say you buy 100 more shares, this time for $50
each, bringing your investment to $5,000 — which,
added to your original investment, brings your
total to $12,000.

You lowered your breakeven, sure. But in the
process, you added more cost and risk to the
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position. Now, you can’t just lose $7,000 — you can
lose up to $12,000.

100 shares XYZ - $70 and 100 shares XYZ - $50
Long Stock
TOtaI RISk Unlimited profit
Breakeven above the breakeven.
0
i Unlimited risk all
5 E the way to zero
a below the breakeven.
12,000.00 L
0 Stock Price
Breakeven

Now, I wouldn’t recommend waiting or doubling
down. Because the third route involves lowering
your breakeven as well — but you don’t have to shell

out a penny of additional cash.

3. FixIt.
This is the best way to fix a losing stock position —

turn to options.

Once the stock drops, buy one at-the-money
(ATM) call while simultaneously selling two
out-of-the-money (OTM) calls. Essentially, you’re
robbing Peter to pay Paul. The premium you
receive for selling the OTM calls will pay for the
ATM call, creating a zero-cost trade that you can

layer on top of the stock price.
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Let’s take the same example we’ve been using. You
bought 100 shares of XYZ stock for $70 per share.
Then the stock drops to $50.

ATM means that the option’s strike price is the
same as the stock price. So you purchase a $50 call
on XYZ stock. OTM means that the strike price is
more than the stock price. In this case, you’ll want to
set your strike at the price you originally paid for the
stock — $70. So you sell two $70 calls on XYZ stock.

The $50 call will run you about $7.00, or $700 for
control over 100 shares. At the same time, selling
the $70 calls will hand you $3.50 each, or $350
per contract, bringing your total income to $700 —
creating a free trade.

BUY one ATM Call: $50 XYZ Call -$700

SELL two OTM Calls: $70 XYZ Calls +$350
+5350

The Fix-It Approach S0

Now, let’s layer this trade over your stock position in the risk
graph below:
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100 shares XYZ - $70 Ratio Spread with Options
Repair Strategy
Long Stock >

*
+
*

Strategy has unlimited profit e

2,000.00 J=scneaTianiamiia L . 7
+ 4% Original strategy
;‘.’ had unlimited profit

E Old and new strategy
1 hawve unlimited risk
H below breakeven

60.00 Xy

The dotted line is the original position, and the bolded line is your
new, free trade. As you can see, we’ve lowered the breakeven to
$60 — without increasing the risk or spending any additional cash.

Now, there’s just one disadvantage. Your option trade has a
capped profit, while the original stock position had an unlimited
profit. But remember — when a stock is falling, turning your
position into a loser, it’s not the time to be greedy. When a
position goes against you by several points, you shouldn’t be
worried about profits. You should be worried about saving money.

And that’s exactly what the Fix-It approach does.

To your success,

Ot

Tom Gentile

America’s #1 Pattern Trader



PLEASE NOTE

From time to time, Money Map Press will recommend stocks or other investments that will not be included
in our regular portfolios. There are certain situations where we feel a company may be an extraordinary
value but may not necessarily fit within the selection guidelines of these existing portfolios. In these cases,
the recommendations are speculative and should not be considered as part of Money Map Press philosophy.

Also, by the time you receive this report, there is a chance that we may have exited a recommendation previ-
ously included in our portfolio. Occasionally, this happens because we use a disciplined selling strategy with
our investments, meaning that if a company’s share price falls below a certain price level, we immediately
notify our subscribers to sell the stock.

Money Map Press is not a broker, dealer or licensed investment advisor. No person listed here should
be considered as permitted to engage in rendering personalized investment, legal or other professional
advice as an agent of Money Map Press. Money Map Press does not receive any compensation for these
services. Additionally, any individual services rendered to subscribers by those mentioned are considered
completely separate from and outside the scope of services offered by Money Map Press. Therefore if
you choose to contact anyone listed here, such contact, as well as any resulting relationship, is strictly
between you and them.

s, MONEY MAP PRESS

Copyright 2007-present, Money Map Press, 1125 N. Charles Street, Baltimore, MD 21201
Phone: 888.384.8339 or 443.353.4519

All rights reserved. Money Map Press provides its members with unique opportunities to build and
protect wealth, globally, under all market conditions. The executive staff, research department and edi-
tors who contribute to Money Map Press recommendations are proud of our history and reputation.
We believe the advice presented to our subscribers in our published resources and at our meetings
and seminars is the best and most useful available to global investors today. The recommendations and
analysis presented to members is for the exclusive use of members. Copying or disseminating any infor-
mation published by Money Map Press, electronic or otherwise, is strictly prohibited. Members should
be aware that investment markets have inherent risks and there can be no guarantee of future profits.
Likewise, past performance does not assure future results. Recommendations are subject to change
at any time, so members are encouraged to make regular use of the website and pay special attention
to Money Map Press updates sent out via e-mail. The publishers, editors, employees or agents are not
responsible for errors and/or omissions.

PRIVACY NOTICE

You and your family are entitled to review and act on any recommendations made in this document. All
Money Map Press publications are protected by copyright. No part of this report may be reproduced by
any means (including facsimile) or placed on any electronic medium without written permission from the
publisher. Information contained herein is obtained from sources believed to be reliable, but its accuracy
cannot be guaranteed. Money Map Press expressly forbids its writers from having a financial interest in
any security recommended to its readers. All Money Map Press employees and agents must wait 24 hours
after an Internet publication and 72 hours after a print publication is mailed prior to following an initial
recommendation. Money Map Press does not act as a personal investment advisor, nor does it advocate
the purchase or sale of any security or investment for any specific individual. Investments recommended
in this publication should be made only after consulting with your investment advisor, and only after re-
viewing the prospectus or financial statements of the company.
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