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Today’s 
Presentation

• What is the 5K Challenge


• The 5K Challenge Set-up


• Goals and Assumptions


• The 5K Trading One Year Experience


• The Results To Date


• Lessons Learned


• Next Steps




How Did the 5K 
Challenge Get Started?

• It all started because 
we’ve been using a 
unique application of a 
simple yet active options 
strategy to generate 
$200 to $300 per week 
using a small amount of 
capital…



“The Big Idea”

• “I would like to 
take this strategy 
and max it out to 
generate $10K per 
week in cash 
income” 

• - Chris Davis



Chris Davis
• Active Trader


• Lives on the Eastern Shore of 
Maryland


• Healthcare Worker


• University of Virginia grad 


• Trading options for 25 years


• Learned options trading 
strategies from a “Math 
Master” at UVA




Small Account Trader

• Became a customer of Income Masters 
and Traders Reserve


• Out-performed our returns for a number 
of years


• Met with Chris and started testing his 
concepts


• Invited Chris to speak at our 2020 IBL in 
Boca Raton


• Together we began looking for ways to 
leverage capital selling options 


• “Small Account Trader”



Where Did the Idea 
Come From?
• In 2015 started using multiple tickers in my 

main trading account 

• A strategy that managed both long and 

short positions

• Tested this strategy for several years to get 

it right

• “The Option Trade That Keeps On Giving” 



“The Big Idea”

• Set aside a part of our 
portfolio to aggressively trade 
the 5K Challenge


• To “scale it up” to 10 to 20 
contracts each with 5 to 10 
tickers


• See if we could generate 
$5,000 of income per week 
from those positions



Never Gave Up the Big Idea

• Shared the idea with John and 
Dave at Traders Reserve who put 
up the “Challenge” to see if we 
could to it 


• Mostly based on the tactics 
we’ve been teaching and trading 
in Small Account Trader



The 5K 
Challenge

• Reduced the goal to $5,000 
a week to control risks and 
see if it was achievable with 
a separate $100,000 account




The 5K Challenge 
Goal

• Dedicate a “subset portfolio” of $100,000 
to an “Aggressive Trading Strategy”


• Generate $5,000 per week of net income 

• Manage active option selling strategies to 

achieve goal

• Control Risk

• Limit Drawdowns

• Rapid Compounding

• Trade 3 to 5 times per week



Why Did We Believe 
We Could Achieve 
These Results?

• Results from the Small 
Account Trader Workshop and 
Small Account Trader PRO 
Service


• Real time trades made from 
live trading sessions


• Averages … some weeks 
higher or lower


• A few of the underlying tickers 
that work for this approach

Ticker Avg. Cash/Week (1) 
Contract

Avg. Cash/
Week 

(5) Contracts

SPY 200.00 1000.00

QQQ 198.00 990.00

IWM 229.00 1,145.00

SMH 214.00 1070.00

XBI 113.00 565.00

4,770.00



5K Challenge IBL 
Preview Session 
Last November

• November 15, 2022


• Laid out the 5K Challenge


• The Goals


• The Basic Plan


• Time frame


• IBL Attendees Wanted In!



5K Challenge started 
as a “Beta Test” …

• We knew there could be 
wide swings week-to-week


• Putting $60,000 to $80,000 
of capital at risk each week


• Quick action for trade 
adjustments (little time for 
email alerts)


• Work out the bugs and 
kinks and firm up the rules



Setting Up 
the Test

• Opened a Dedicated Trading Account


• TD Ameritrade (ThinkorSwim)


• $100,000 of cash


• Tax Deferred IRA



5K Challenge 
Assumptions: 
$100k  Account

• Active Capital of $80,000


• Number of positions:  5 to 7


• Capital per position:  $8,000 to $20,000


• Average capital per 1 contract per position: $3,000


• Contracts per position:  2 to 20


• Include Trading Fees in the results



“5K / Week” Basics	

• Liquid Tickers:  SPY, QQQ, DIA, IWM, SMH, XBI, XOP, etc.


• Directional bias:  Neutral, bullish or bearish


• Calls or Puts or a combination of Calls or Puts


• Spread trades with long option 30 to 120 days out and short option 5 to 10 days 
out


• Enter calendar/diagonal trades as a net debit and exit with a credit


• Close and open trades as needed


• Manage the short position week-to-week



Beta Test 
Time Frame
• Trading Strategy Started 

Today (11/18/21) 


• Trade Set-ups, Trades and 
filled-out first 5 positions 
by (11/28)


• 14 weeks of trading


• Update results at the 
Investor’s Blueprint Live 
Training and Trading 
Event



Key Numbers
• Ticker prices ranged from $90 to 

$4,500


• Contracts from 2 to 20


• Maximum capital invested at anyone 
time:  $93,230 (3 days)


• Average capital invested during the 
entire time:  $78,768



The 5K Challenge 
Experience	

• Chris and Dave getting 
together virtually to trade 2X 
to 6X per week


• Neutral to bullish/bearish 
assumptions


• Reviewing “risk profile” charts

• Analyzing entry and exit points



Trade Management

This was NOT a “static” option strategy

Managed trade positions several times a week

Trades were managed more actively to achieve returns

Trade positions were defended with advanced options trading strategies 
to reach our goal

Stretched to exceed goal each week to protect against market moves 
against our positions



Our Trade 
Adjustments

• Typically, we bought another calendar 
or diagonal at a different strike price


• Forced at several times to close one 
side at a loss


• If we had early profits … we took them


• Most trades were started on Thursday 
and Friday and reset every Thursday or 
Friday


• Adjustments and rolls were on Tuesday 
or Wednesday



Stock Market Trading Environment During Beta Test



Beta Test Closed 
Trade Profit Results

• Weekly Profit Avg: $4,495.00

• Primarily calendar/diagonal 

spread trades

• Forced to open/close trades 

(Re-Set) almost weekly

• Had to drop QQQ as tech 

stocks sold-off in January 2022

Ticker Profit / Loss

SPY 29,089.00

SPX 10,554.00

DIA 9,981.00

XOP 7,670.00

SMH 3,226.00

XBI 2,887.00

IWM 641.00

RUT -1,754.00

QQQ -3,422.00

64,385.00



5K Challenge Test Launch: Alpha Group



Started with the same $100K in our Test Account



Launched Alpha Test 
April 2022
• Accepted 25 members to measure and control 

liquidity issues (Alpha Group)


• Re-Set 5K Challenge Portfolio to $100,000 of 
capital


• (Master Portfolio account – IRA)


• Trade alerts sent only via dedicated 5K Challenge 
App (no email) 


• Live Review Sessions



Stock Market 
During Alpha 
Roll-Out

• Down Trending Market


• Continued sell-off in tech 
and internet stocks


• Volatile market 


• “Sell the News”


• Extreme down-draft 
days


• Panic selling Jun 9 – 17



2nd Qtr. (2022) Closed 
Trade Results (Alpha)

• Up 43% through first 8 weeks

• $5,430 per week average of cash 

profits thru 5 weeks

• Trading slowed in early June

• Intra-day market reversals hit 

positions in mid-June

• Trade Re-sets were not enough

• 2 weeks (6/18 and 6/25) took big 

losses in 2 energy positions

Ticker Profit/Loss

XBI 15,565.78

SMH 11,336.75

SPY 2,426.05

DIA 208.03

IWM -332.10

QQQ -1,253.69

SPX -2,295.87

XLK -2,743.27

RUT -5,037.32

XOP -7,392.05

OIH -18,482.05

Totals -7,999.74



New Charlie Group Members (July 2022)



Accepted Another 
21 New Members 
July 2022

• Accepting “experience” option spread traders

• Manage and measure trading volume impact

• Continue refining and improving tactics

• Trading in a difficult market environment

• Labeled them the “CHARLIE” Group



Last 3 Months of Trading

• Bear Market Rally


• Followed by extreme selling


• Continued news driven 
price action


• Change in tactics to meet 
market conditions



3rd Qtr. 2022 Closed Trade Results (Charlie)
Ticker P/L

XBI 5,818.96

SPY 2,765.89

SPX 1,486.00

XOP 965.22

OIH 498.47

CVX 247.66

XLK 59.07

RUT -5.80

QQQ -1,633.19

XRT -3,213.40

TQQQ -3,292.37

SMH -10,185.41

Totals -6,488.90

• Struggled to match 5K Challenge 
goals with “whipsaw” market


• Began to change trading tactics 
to meet bearish market 
conditions


• Shift to smaller wins and profits 

• Directional bias and shorter DTE’s

• Testing new underlying tickers for 

inclusion



Market During the 5K Challenge Year



Change in Trading Environment in the 
Last Year
• Technical trading to news driven 

trading

• 11 years of cheap money … 

• Many stocks overvalued

• Traditional Trading #s out of 

“Wack”: VIX, Treasury Yields, 

• Stocks down, bonds down

Warning 
signs 

November 
(21)

S&P High Ja
n 3 (2

2)

Pandemic/Supply Chain Issues

Russian 

invades 

Ukraine Feb 

24 (IBL)

Inflation #s: 
7.5 – 9.1 in Jun 22

Fed Rate Hikes: May 

+.50, Jun +.75, Jul 

+.75, Sep +.75

Technical Recession



Our Key Goals for Managing 5K: The Greeks

Maximum Weekly Theta Decay 
… $1,500 to $4,000 per day

Delta neutral to slightly biased 
if we have a bias

Gamma usually negative

Vega positive



Challenges to Managing Theta Decay  
(“The Option Crush”)

Beta Test and Alpha … would carry 
$2,000 to $4,000 theta decay into 
Thursday/Friday

Boosted profits waiting those extra 
days

Changed in June as intra-week 
reversals hit hard

• S&P 500 Performance this year 
by day of the week:


• Monday  -8.77%

• Tuesday  -3.81%

• Wednesday +8.00%

• Thursday  -10.26%

• Friday  -9.46%



5K Challenge Factors During the First Year
Positives:

• Traded out of tech sell-off in 1st 

Qtr.

• Rapid Trade Re-Sets on 

Calendars/Diagonals generated 
outsized profits


• Benefited from rising energy 
prices


• Neutral bias generally paid off

• Large cap strength

Challenges:

• News driven market price action 

(whipsaw trading)

• Intra-day price reversals

• Harder to rely on predictable 

indicators

• Whipsaws in the market 

direction day-to-day

• Support and resistance levels 

violated



Last 3 Weeks of 
5K Challenge 
Trading

• Producing more 
consistent profits


• Taking profits earlier

• Smaller wins

• Avoiding managing or 

closing trades on Friday’s

• Broken wing butterflies 

and semi-directional 
tactics



5K Challenge 
Program Today

• Expanding tactics besides core (calendar/diagonal trades)

• Short duration BWBs

• And longer duration trades to get wider

• Semi-directional bias

• Wild swings as sell points

• Live Testing a tactic that can handle swings in volatility

• Targeting 5% to 10% per week




5K Challenge Master Portfolio 
Results

• First 11 Months:


• Master Portfolio Gains in 10 
months: $10,341.20


• Master Portfolio Gains in 
2022: $3,740.63




5K Challenge Trading

• On a $100,000 account, keep 20k in cash for 
adjustments


• Low commissions, there is a lot of trading involved 
and commissions are a factor


• SPX and RUT are higher risk, closer watching, 
tighter adjustments but lower commissions


• Need level 4-6 options trading permission 
(spreads, margin, indexes, cash secured put selling, 
ratios)


• Can be done in an IRA if the account is approved 
for that level of trading



5K Challenge:  
Next Steps

Open 5K Challenge 
Program to a 
limited number of 
new members in 
November 2022


