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MONEY IN MOTION
August 1, 2023

Caterpillar Post Earnings

Carter Braxton Worth Kimberly Simon

If one is long the stock, or, if one is not involved…

Here’s what we would do…

Trade well,

-Carter
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Our thinking here is to try and have one’s cake and eat it too..

Having one’s cake, and eating it too, with regards to Caterpillar, here at the $286+/- level, 
following its news-related breakout, would be:

Selling a strangle is a bet against volatility. And, it’s a bet that is often right to do, 
immediately after an especially volatile/dynamic moment.

Selling CAT Calls above the market and CAT Puts below the market is an attempt to “thread 
the needle”, in this case the $260-$300 needle.

• Selling the Sep $300 Calls, one takes in $4.15 in premium
• Selling the Sep $250 Puts, one takes in $1.70 in premium
• Total premium received: $5.85

The thinking in selling Calls here (selling the September $300 Calls, expiring September 15th, 
specifically) is that Caterpillar, having just gapped up and broken out in response to quarterly 
results, might well have some follow through to the upside, yes, but not enough follow 
through to push the stock higher than $305.85 (7% higher than today’s price) in the next six 
weeks.

The thinking in selling Puts here (selling the September $260 Puts, expiring September 15th, 
specifically) is that, Caterpillar, is unlikely to give back all of its “earnings-beat-gains” (and 
then some), sinking all the way down to $254.15 (11% lower than today’s price) in the next 
six weeks.
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The tolerable risk to selling the $300 Calls (naked) is that CAT advances more than 7% in the 
coming 6 weeks, and actually advances as much as 9%, or 10% say. We would point out, that 
were CAT to do that, it would be trading more than 30% above its 150-day moving average, 
something that has almost never happened.

The intolerable/major risk to selling the $300 Calls (naked) is that CAT is 20% higher or 30% in 
the coming 6 weeks, or, the ultimate risk- that CAT is bought out 50% higher, perhaps, or 
100% higher.

As to the latter, the odds of a CAT buyout are 1) exceedingly low, and 2) there’s only one 
person we can think of that has the capacity to do it and, well, nobody ever knows when and 
where Warren Buffet will strike.

The idea of selling the $260 Puts is simple: after a company has released positive quarterly 
results and its stock has popped some 9% on the day in question, it is/always is - always will 
be/would be- a “dream” to be able to buy the stock at the price it was trading before the 
news was released.

The tolerable risk to selling $260 Puts (naked) is that CAT declines more than 11% in the 
coming 6 weeks. Note, most people, we dare say, would jump at the opportunity here and 
now, at 3pm on Tuesday, Aug 1st, to buy CAT shares at $254.15 (11% lower than where it is 
trading right now).

The intolerable/major risk to selling the $260 Puts (naked) is that CAT somehow crashes in 
the coming 6 weeks (immediately after gapping up 9% in response to good results, today) 
and is down more than 11% between now and September 15th, down say 20% or 30%. We 
would dare say that the odds of that are low, and further, were that to happen, CAT’s said 
severe weakness would almost certainly not be idiosyncratic, but rather, would be 
concomitant weakness, with a general crash in the market.
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CAT chart 1 of 3:

Sell the Sep $300 Calls, taking in $4.15
Sell the Sep $260 Puts, taking in $1.70
Total premium received: $5.85

“Lose” if CAT is higher than $305.85 in the coming 6 weeks
“Lose” if CAT is lower than $254.15 in the coming 6 weeks

Sept    15th
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CAT chart 2 of 3:

Sell the Sep $300 Calls, taking in $4.15
Sell the Sep $260 Puts, taking in $1.70
Total premium received: $5.85

“Lose” if CAT is higher than $305.85 in the coming 6 weeks
“Lose” if CAT is lower than $254.15 in the coming 6 weeks

Sept    15th
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CAT chart 3 of 3:

Sell the Sep $300 Calls, taking in $4.15
Sell the Sep $260 Puts, taking in $1.70
Total premium received: $5.85

“Lose” if CAT advances more than 7% in the coming 6 weeks
“Lose” if CAT declines more than 11% in the coming 6 weeks

Sept    15th
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Worth Charting LLC (“Worth”) is a provider of financial publications of general circulation offering 
impersonal advice, not tailored to individual needs of a specific client or group. Reports are distributed for 
general informational and educational purposes only and is not intended to constitute legal, tax, accounting or 
investment advice. Worth is an independent research company and is not a registered investment adviser and is 
not acting as a broker dealer under any federal or state securities laws. Worth does not act as a fiduciary or an 
investment adviser. Comments or statements made herein do not constitute investment advice. Views, opinions 
and judgments expressed are of Worth. 

The analyses and observations contained in this report (the “Report”) are statements of opinion as of the 
date they are expressed and not statements of fact or recommendations to purchase, hold, or sell any securities 
or make any investment decisions. Recipients of the Report should not rely on any of it in making any investment 
decision. You should obtain independent investment advice before buying or selling any security discussed in the 
Report. [Worth and/or its employees may hold positions in or purchase or sell such securities contrary to views 
expressed in the Report.] Worth does not guarantee the accuracy, adequacy, completeness or availability of any 
information contained herein and is not responsible for any errors or omissions or for results obtained from the 
use of such information. The Report does not take into account the investment objectives, financial situation, 
restrictions, particular needs or financial, legal, or tax situation of any particular person and should not be viewed 
as addressing the recipients’ particular investment needs. Opinions and analyses offered in the Report does not 
address the suitability of any security. The Report is not an offer or solicitation for the purchase or sale of any 
security, investment, or other product and should not be construed as such. Investing in securities and other 
financial products entails certain risks, including the possible loss of the entire principal amount invested. You 
should obtain advice from your tax, financial, legal, and other advisors and only make investment decisions on 
the basis of your own objectives, experience, and resources.

Information contained herein is current as of the date appearing herein and has been obtained from 
sources believed to be reliable, but accuracy and completeness are not guaranteed and should not be relied 
upon as such. Worth does not perform an audit and undertakes no duty of due diligence or independent 
verification of any information it receives. Worth has no duty to update the information contained herein, and 
the opinions, estimates, projections, assessments and other views expressed in the Report may change without 
notice due to many factors including but not limited to: fluctuating market conditions and economic factors. The 
Report is based on a number of assumptions. Worth makes no representations as to the reasonableness of such 
assumptions or the likelihood that such assumptions will coincide with actual events and this information should 
not be relied upon for that purpose. Changes in such assumptions could produce materially different results. Past 
performance is not a guarantee or indication of future results, and no representation or warranty, express or 
implied, is made regarding future performance of any security mentioned in this publication. Worth accepts no 
liability for any loss (whether direct, indirect or consequential) occasioned to any person acting or refraining from 
action as a result of any material contained in or derived from this publication, except to the extent (but only to 
the extent) that such liability may not be waived, modified or limited under applicable law. 

All materials are disseminated and available to all subscribers simultaneously through electronic 
publication via email and to our internal client website. The Report is licensed for use by authorized subscribers, 
and may not be reproduced, distributed, forwarded, posted, published, transmitted, uploaded or otherwise 
made available to others for commercial purposes without written authorization from Worth.


