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(57) ABSTRACT 

A tradable investment unit is an inseparable combination of a 
predetermined quantity of a tradable security together with a 
put option contract for the predetermined quantity of the 
tradable security. The combination will specify the minimum 
price and thereby the maximum potential loss of the tradable 
investment unit to purchasers. The profit potential will be 
unlimited as the price of the tradable security increases above 
the cost of the tradable investment unit. 
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TRADABLE INVESTMENT UNIT 

CROSS REFERENCE TO RELATED 
APPLICATION 

0001. This application claims the benefit of Non-Provi 
sional U.S. patent application Ser. No. 12/958,519, filed Dec. 
2, 2010, issued on Jan. 29, 2013, under U.S. Pat. No. 8,364, 
576 which claims the benefit of Provisional U.S. patent appli 
cation Ser. No. 61/265,788, filed Dec. 2, 2009. 

STATEMENT REGARDING FEDERALLY 
FUNDED RESEARCH AND DEVELOPMENT 

0002 The invention described in this patent application 
was not the subject of federally sponsored research or devel 
opment. 

FIELD 

0003. The disclosed invention is a tradable investment 
unit. More particularly, the disclosed invention is a tradable 
investment unit which provides the advantages of a pre-de 
fined risk/loss and an unlimited profit/gain potential above the 
initial/issuing cost. 

BACKGROUND 

0004. A tradable security is commonly defined as a docu 
ment which provides written evidence of ownership or credi 
torship. The most common form of tradable security is a share 
of stock. A share of stock represents an ownership interest in 
a business. The value of a share of stock rises and falls over 
time depending on both the success or lack thereof of the 
underlying business and a variety of market forces. 
0005. Other well-known tradable securities are shares in 
an exchange traded fund, a debt obligation, or a commodity. 
The common characteristics among these tradable securities 
is that they are made available to investors for either purchase 
or sale. 
0006. A derivative of a share of stock is an option contract. 
Option contracts are another form of tradable security. The 
origin of the option contract can be found in the markets for 
trading commodities; particularly, agricultural commodities. 
Specifically, to provide some predictability for the farmers 
who raised crops to be sold in the future on the open market, 
the concept of an option contract came into being as a method 
of reducing risk for the farmers. Thus, by the use of option 
contracts farmers could count on the expectation of receiving 
a predetermined price for a predetermined quantity of a crop 
at a predetermined time in the future. 
0007. The present invention also involves the use of option 
contracts. The option contracts used in the present invention 
relate to the underlying tradable security. Not all tradable 
securities have associated option contracts. An option con 
tract is a promise to either buy or to sell a defined quantity of 
an underlying tradable security at predetermined price at a 
predetermined future time. The contractual promise either to 
buy or to sell the defined quantity of an underlying tradable 
security at a predetermined price, called the strike price, by a 
predetermined time has its own value separate and apart from 
the inherent value of the underlying tradable security. Such 
option contracts are traded at prices which rise and fall over 
time in option contract markets where purchasers may buy 
and sellers may sell option contracts. 
0008 Those knowledgeable in option contracts under 
stand that there are two types of option contracts: a call option 
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contract and a put option contract. In a call option contract, 
the offeror of the call option contract receives money for his 
promise to be called out by the owner of call option contract 
to sell to the owner of the call option contract a tradable 
security at a predetermined date sometime in the future. For 
example, if a stock is trading at S15 in June, a seller of a call 
option contract will receive money for selling his call option 
contract which represents the seller's promise to sell to the 
buyer of the call option contract the underlying stock for a $20 
strike price at a predetermined date in July. The buyer of the 
call option contract believes that the value of the stock will go 
to S30 in July; therefore, having the right to buy the stock at 
S20 or S10 less than the market price before a predetermined 
date in July will be valuable. Thus, the buyer of the call option 
contract believes that it is worth the cost of the call option 
contract to lock in a future purchase price for a tradable 
security. 
0009. If the price of a share of the stock on the open market 
increases, the owner of the call option contract will effec 
tively call the seller of the call option contract with a demand 
or a call out of the seller of the call option contract to purchase 
the predetermined number of shares of stock (typically 100 
shares) at the agreed upon strike price in the call option 
contract before the call option contract expires. If however, 
the agreed upon Strike price for the purchase of the stock by 
the buyer of the call option contract is lower than the stock is 
presently trading, then the call option contract has no value. If 
the value of the underlying stock never increases beyond the 
strike price, then the call option contract will eventually 
expire worthless and the seller of the call option contract 
keeps the money paid to the seller of the call option contract 
by the buyer of the call option contract. 
0010 A put option contract is typically used when the 
buyer of a put option contract believes that the price of the 
underlying tradable security may decrease. Thus, the buyer of 
a put option contract has spent money to purchase the right to 
put a contractual obligation to the seller of tradable security to 
sell a predetermined number of stock shares of the underlying 
security at the strike price of the put option contract so that the 
underlying security will be purchased by the seller of a put 
option contract at a predetermined Strike price even if the 
price of the tradable security falls below the strike price in the 
put option contract. 
0011. If the price of the underlying security increases 
instead of decreases there is no reason to put the put option 
contract to one agreeing to buy the underlying security at a 
predetermined strike price as a betterprice can be obtained for 
the underlying security by selling the underlying tradable 
security on the open market. Accordingly, if the price of the 
underlying security goes up the put option contract will even 
tually expire worthless. 
0012 Some owners of tradable securities see a put option 
contract as a form of insurance. That is, if the owner of a 
tradable security has purchased the right to put the tradable 
security to a buyer who is contractually obligated to buy the 
underlying tradable security at a predetermined strike price 
according to the put option contract, the owner of the put 
option contract has a price floor beneath which the worth of 
the underlying tradable security to the owner of the tradable 
security will not fall. 
0013 The basic purpose for purchasing and selling trad 
able securities is to exchange cash today for something that 
will have a greater value in the future. At some future time, it 
is anticipated that selling the tradable security at a higher 
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price will produce more cash than what was originally paid. 
Thus, if one buys a tradable security at a particular price, one 
hopes to sell that tradable security at a higher price Sometime 
later in time. If one sells and receives cash for selling an 
option contract, one hopes that the option contract will either 
expire worthless or that it will be possible to either buy back 
the option contractata lowerprice in the future and pocket the 
difference in price. 
0014. The difference between the purchase price of a trad 
able security and a higher sale price later in time is profit. The 
difference between the purchase price of a tradable security 
and a lower sale price later in time is a loss. Some tradable 
securities go up Substantially in price and produce large 
amounts of profit for their owners. Others do not. The differ 
ence between either the profit or loss over time in the value of 
a tradable security is attributed to the risk associated with the 
tradable security. High risk tradable securities have the poten 
tial of producing large profits over time; but high risk tradable 
securities also have the potential of producing large losses 
over time. Tradable securities are selected by purchasers 
based on the perceived risk associated with the probabilities 
that the future price of the tradable security which reach a 
level higher than what was paid for the tradable security. 
0015 For those interested in making money in the pur 
chase and sale of tradable securities, there remains a continu 
ing search for tradable securities, option contracts on tradable 
securities, or a combination of tradable securities and option 
contracts on tradable securities which minimize both risk, and 
maximize profit potential. 

SUMMARY 

0016. The present invention minimizes risk and maxi 
mizes profit potential. Specifically, the present invention is a 
tradable investment unit. The disclosed tradable investment 
unit of the present invention is an inseparable combination of 
an underlying tradable security and a put option contract. The 
inseparable tradable security and put option contract remain 
fixed together as a tradable investment unit. 
0017. Instead of the underlying tradable security and the 
associated put option contract being traded separately, the 
underlying tradable security and the put option contract 
remain permanently fixed together. Keeping the underlying 
tradable security and the put option contract together as a 
tradable investment unit minimizes the risk of loss and maxi 
mizes the potential profit for the owner of the inseparable 
combination of the underlying tradable security and the put 
option contract. 
0.018 Purchasers of the tradable unit investment of the 
present invention will have their maximum potential loss 
limited and predefined. The tradable investment unit is 
bought at an initial/issuing price called the unit value. The 
maximum potential loss will be defined by the minimum 
price which is called the redemption price or face value of the 
disclosed tradable unit investment. This is because the put 
option contract will provide the right to sell the underlying 
tradable security at a predetermined price no matter how low 
the price of the underlying tradable security falls on the mar 
ket in which it trades. This maximum potential loss will be 
stated as a minimum price, redemption price or a face value. 
The minimum price, redemption price or face value of the 
tradable unit investment vehicle of the present invention will 
be set to be substantially equal to the strike price of the put 
option contract associated with the underlying tradable Secu 
rity. 
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DESCRIPTION OF THE DRAWING FIGURES 

0019. A still better understanding of the tradable invest 
ment unit of the present invention may be had from the fol 
lowing drawing figure, wherein: 
0020 FIG. 1 is a bar graph illustrating the unit value and 
the redemption price of the tradable investment unit of the 
present invention under different market conditions. 
0021 FIG. 2 is a diagram of the tradable investment unit 
according to one embodiment of the disclosure? 

DESCRIPTION OF THE EMBODIMENTS 

0022. The initial/issuing cost or unit value of the tradable 
investment unit of the present invention will be no more than 
about 10% above the minimum/redemption value of the trad 
able investment unit. For example, as shown in FIG. 1, if the 
price of 100 shares of WJT stock is S100, the initial unit value 
of the disclosed tradable investment unit having a redemption 
value of S110 will be about S120. The S20 difference from the 
price of the underlying Stock accounts for both the intrinsic 
value of the put option contract and the time value of the put 
option contract. 
0023. As shown in FIG. 2, each tradable investment unit 
200 will include: 
0024 (1) a fixed amount 210, for example 100 shares or 
multiples of 100 shares of an equity or stock, a debt obliga 
tion, a commodity, or any security wherein put option con 
tracts for 100 shares of the stock, commodity or security are 
available and tradable through an options exchange; and 
0025 (2) a put option contract 220 on the fixed amount of 
the shares of an equity or Stock, a debt obligation, commodity 
or security. For example, 100 shares of the equity or stock, or 
the debt obligation, the commodity, or the security is a stan 
dard fixed amount. The strike price of the put option contract 
on WJT stock is such that the maximum loss will be limited 
and specified on the tradable investment unit for predeter 
mined time period, typically one to two years, and stated as a 
minimum/redemption/face value which is set at the strike 
price of the put option contract. For example, as shown in 
FIG. 1, if the strike price of the put option contract is S80, the 
put option contract on WJT stock will always allow the owner 
of the tradable investment unit of the present invention to sell 
the 100 units of the tradable security, the WJT stock, for $80 
per share no matter what price the shares of WJT stock may be 
selling for in the open market. 
0026. It is anticipated that each tradable investment unit 
will be traded prior to the expiration of the put option contract 
which has identical minimum values and expiration dates, if 
a market for Such tradable investment unit exists. It is also 
anticipated that tradable investment units will trade above 
their minimum value as the aggregate value of the equity or 
stock, the debt obligation, the commodity or the security and 
the put option contract exceeds their minimum value prior to 
expiration. 
0027. The tradable investment units may be redeemed by 
their issuer at a minimum value at any time with at least thirty 
days written notice prior to their expiration with no penalty. 
0028. A still better understanding of the tradable invest 
ment units of the present invention may be had by further 
reference to FIG. 1. 

0029. The second bar graph from the left illustrates a ris 
ing stock value. The price of WJT stock has increased over 
time to S130. As the price of the WJT stock moves farther 
above the S120 price paid for the tradable investment unit, the 
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value of the tradable investment unit rises in the usual sense of 
accumulating profit. Because of the passage of time and the 
increased stock price the value of the put option contract is all 
in its time value of S10 with several months to expiration. 
0030. As shown in the third bar graph from the left, at the 
expiration of the put option contract, the S10 time value of the 
put option contract will become Zero if the stock stays above 
the redemption price of S110. Thus, when the put option 
contract expires, the only remaining value of the tradable 
investment unit is the value of the underlying stock or S135. 
0031. The fourth bar graph from the left illustrates what 
happens in a declining market. In the fourth bar graph from 
the left the price of the WJT stock is shown to be decreasing 
over time in a declining market. As the price of the stock 
approaches the S80 strike price of the put option contract, the 
unit value of the tradable investment unit decreases from its 
initial/issuing price of S120 to S114. The S114 is the sum of 
the stock price of S80, the intrinsic S32 value of the put option 
contract and the S2 time value of the put option contract. 
0032. Then as the price of the WJT stock falls below the 
S80 strike price of the put option contract as shown in fifth bar 
graph from the left the value of the tradable investment unit 
remains at S110 or S10 below its purchase price. The fifth bar 
graph shows that the S110 redemption price of the tradable 
investment unit is the sum of the stock price of S60 and the 
S50 intrinsic value of the put option contract. Accordingly, the 
maximum loss will be limited by a minimum specified 
redemption value for the tradable investment unit defined by 
the strike price of the put option contract. 
0033. It is anticipated that the tradable investment unit 
having a minimum or redemption face value may be used as 
security, in the sense of margin, Such that a call or put option 
contract on the specific underlying tradable security repre 
sented in the tradable investment unit could be sold as a 
“covered’ transaction. If such a transaction lead to a call for 
the stock or a demand to buy the stock by the exercise of the 
right represented by the sold put option contract then the 
tradable unit would be sold and the exercise right met. 
0034. The initial/issuing price of the tradable investment 
unit consists of the price of the underlying equity, exchange 
traded fund (ETF), debt obligation, call option contract or 
commodity future contract; the price of the put option con 
tract, which typically includes an intrinsic value, or the 
amount the strike price is above the current price of the 
security, and a time value; and, potentially a fee assigned by 
the issuer of the tradable investment unit. Further, when the 
value of the underlying security rises above the combined 
cost/price of the tradable investment unit, the tradable invest 
ment unit will traded at a price consisting of the current higher 
value of the underlying security plus the residual time value of 
the put option contract. Implicit in the latter is that at expira 
tion of the tradable investment unit, coincident with the expi 
ration of the put option contract in the tradable investment 
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unit, if the value of the underlying security is above the 
minimum redemption price (the strike price of the put option 
contract) then the value of the tradable investment unit will be 
the value of the underlying security alone. At expiration, the 
issuer of the tradable investment unit shall deliver the cash 
value at closing on the expiration date or the underlying 
security itself to the final holder of the tradable investment 
unit. 
0035. Further it is anticipated that the underlying security 
in the tradable investment unit may be a call option contract 
whose strike price is below the value of the security it repre 
sents and whose expiration is the same as the put option 
contract in the tradable investment unit. In Such case the 
minimum redemption value would only consist of the Sum of 
the intrinsic values of both the call and put option contracts. 
Another way to determine the minimum value in Such a unit 
made up of a call and a put option contract is the difference in 
their strike price assuming the value of the tradable security is 
between the two strike prices and the strike price of the call 
option contract is lower than that of the put option contract. 
0036 While the present invention has been described 
according to its preferred embodiment, those of ordinary skill 
in the art will understand the other embodiments of the 
present invention will become apparent to those of ordinary 
skill in the art. Such embodiments shall fall within the scope 
and meaning of the appended claims. 
What is claimed is: 
1. A tradable investment unit, said tradable investment unit 

comprising: 
a predetermined quantity of a underlying tradable security, 

said tradable security having option contracts associated 
therewith, said option contracts being available for pur 
chase and sale; and 

a equivalent put option contract on said predetermined 
quantity of said underlying tradable security; and 

wherein a maximum loss will be limited by a minimum 
specified redemption value for the combined tradable 
security and put option contract investment unit by the 
strike price of the put option contract. 

2. The tradable investment unit as defined in claim 1 
wherein said underlying tradable security is a stock. 

3. The tradable investment unit as defined in claim 1 
wherein said underlying tradable security is an exchange 
traded fund. 

4. The tradable investment unit as defined in claim 1 
wherein said underlying tradable security is a debt obligation. 

5. The tradable investment unit as defined in claim 1 
wherein said underlying tradable security is a commodity. 

6. The tradable investment unit as defined in claim 1 
wherein said underlying tradable security is a call option 
COntract. 


