Labor Secretary Thomas Perez August 24, 2015
U.S. Department of Labor
200 Constitution Ave. NW , Washington, DC 20210

Subject: Your Proposed IRA

Restrictions - Options

Dear Mr. Secretary:

lama retiree urging you NOT to do anything to restrict my freedom to trade options in my
IRAs, Ina painfully low interest rate economy, | safely trade options to achieve:

INSURANCE PROTECTION — the only way | can protect my stock investments from market declines is by
buying put options {no other insurance is available).

100% SAFE INCOME GENERATION — | risk nothing by selling call options on stocks ) own in my IRA’s
while continuing 10 receive the dividends.

ABILITY TO BUY STOCKS AT A LOWER PRICE - | sell cash-secured gut-of-the-money puts, generating
immediate income while allewing me to buy stacks at a lower price.

My entire savings are in IRA’s into which | contributed, thinking that in retirement | would be able to ean
5% annual interest. There is a misperception that options are dangerous when, In fact, they are safer
than stocks because they allow one to define the risk without incurring unfimited downside risk. Please
do not take this vital part of my retirement income away from me and my family.

Sincerely,
?fuw <, Q’ﬁm
Thomas E. Walther

6 Tasman Sea, Newport Coast, CA 92657
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August 24, 2015

by Steven M. Sears .
An open leter to Presi-

DEAR MR PEESIDENT
M. Secretary: -
The Lakor: ont
altha!;would in ef.

prgpos
foot, bk Investors from wifing options it nd-
vidual retirement accounts, While T support
the pmpos al’s intent of aafeguar&ing inves-

& mappropnate’” l;wesﬁneuts“ the* chﬁnge,t
maj well guéditce more havm than good.

of Interest proposal from the Lihar Dapari-
ment for yetitément mvmtmenta, would
effectively ban the use of options in IRAs,
where they.ars now. allo 7t
the ban would deprive :
hmportant. too) for protectmg their port-
folios, ¥ hape that.options were sinply: ovett

not a key goal,
I knoty that you huve heen extensively
. petitioned by the options industry, buh offi-
cigl commupications sometithés ¥t ‘the

. .ditions effera-compellingcase studyorwhy
you shiould allow the wse of options in TR As.
At this tsoment, manry investors fear that

the. stock markebis 4t a dangerous cross-

Without optioits, investors would havé great
difficulty pmtechng thelr accounts.

Moxe turmnil is likely. Later this yea;
the Federal Reserve i8 expected to riise
interest rates. Ching, the world’s seeond-
largest econory, is trouhled; Risks to inves-
tara are inounting. This iz whhen options are
neaded mosﬁ%tbéywn}'mwe_we-the‘valueof
astock or an entite portfolio. -

AL Golgiraan Sachs, strateglsts dre sdvis-

This. “overwrititip” atrategy uwauslly entails
yelling . call that expives in three months

swhich .could hecome effective hy Janoay,
‘The niessure, part of & broader Conilict.

‘looked in your proposal shid banidag them is

. point. To-puk it sithplyr Current mavket.con--

roads; The Standard & Poer’s 500 index -
phattged 6% last week from near- ahwtoncal .
peak. Some investors, as we advised, bedged -
their portfolios iit- advance of the selloff:

ing olients to sell éxlls againgt their stacks. -

A Plea to the 'Pre-.sidént

and has a strike price 5% to 10% hlgher

'_ 't,Bamdq Obgmm amil”'“thzm the current-share

- Consider Yol Mart Storea (txcker.
W), which recently réporbed mixed earn-
Ingz. The stovk is idling. Shavehplders who
tbmkrblswﬂlkebrtoadvancecanboest
returns and reduce the visk of it falling by
sellmgca]ls.me the gtock atss'f, investors

can5éll the October 70 call far $1.61, or the
Getober 72,50 call far 60 cants. The money
repeived for sdlmg; the calt offsets a decline
id share price. Shoulid the stock rige and
crosa the atifke prices—$70 or$7250—mvm—
tors Will henefit from some gain, though
theyll be obligated to-s¢lt the stotk ar buy
baek the call, Thy strategy is fairly simple,
and it's one of Ty exarples of how aptions
are Wsed {o reduee rather than merense risk.
Options, when properly tsed, do reduce
¥iglyand canhelp investors better navigate
the stock wiavket, They can hedpe port-
folios whet they ave afraid, or sell options
againgt sbocks to-hedge or inéiesse refuins.
. Optiong aren't the real danger here. The
- xeal danger, a8 ahvays, fs the tendency of in-
vestors to buy and sell at the wrong times,

They gre pergobually eut of syiie with the

mirket’s natural cycles. If not for inflation

#nd dividends, Which.accotant for about 50%

-~ of-higborical stotl FeHITnE Tost THvERtors -
would have sharply-swiller portfotior,

The government should amend the pro- .
posal so Tt doesr't keep investars from us-
ing options. Major Investment firins, inced-
ing Blackeock, Goldman Sachs, and Pimeo,
aay thab volatility; the essence of opdions, is
an ashet (ass just lke stocks and bonds.
To truky protect beopile from theryselves,
as well is WaIl Street’s bad elements, con- -
sider implementing a nutignal investor-
edueation program. Since the credit evisis
harnied so mmwmvestms, 1 have meged the
govérnment to appoint an fnvestor laureate
tolead ahuitional divesting dislogue; Teack-

. ing people how tp invist résponsibly could

e}lange the ontcome for man;y pgople.

Twitter 1D: @sm..sears
e-myil: steve.sears@banons.com






