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What’s the surest way for a stock to go up? Improving earnings, cash flow, stock buybacks or increasing dividends? 

No, just have rats fall out of the ceiling! as is the case with Chipotle. Ok, maybe I am a little hard on it, afterall it is 

improving across the board. But today the stock now trades at 85x earnings after a big runup, which is too rich for 

me. With a 52-week high of $858 touched on Sept 9 and now trading at $829, I sold the Nov 15 940 calls for $7.80 – 

see below. 

 

What else did I do? Well, with the market pulling back Tuesday and with Amazon trading at $1735, I sold the Oct 4 

1720 puts for $11.00. I make money if the stock is over $1709 (1720-11) by Friday close and keep the entire $11 if 

over 1720 which equates to a 77% annual return if it works. If I have to roll, I will.  

 

I also sold the Oct 25 245 puts on Humana, taking advantage of the weakness in the HMO market. If it works, I stand 

to make 31% annualized. And as you see below, I also sold FB puts, you guys can figure out the return, I am too lazy 

to write it out for you. The Gilead position you see is a rollover of an existing position in which I have already put $5 in 

my pocket bringing my break-even to $62. Bottom line is I think the recent market weakness is an opportunity. 

Remember, this is all very short term and against this I keep selling weekly calls on the Diamonds (Dow Jones) 

 

Got to go… 
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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 Y ield 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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