
 

 
Boosting Retirement Income with Covered Calls Funds 

  

Retirement planning often revolves around creating a stable and reliable income stream. 

While traditional methods like pensions, CPP / OAS, and savings accounts play crucial roles, 

retirees are increasingly exploring alternative strategies to enhance their income. 

  

One such approach gaining popularity among my retired clients are the use of mutual funds 

and ETFs that employ covered call options. This strategy can potentially provide retirees with 

an additional source of income, especially during times of market volatility. 

  

As a quick refresher, a mutual fund is an investment vehicle that pools money from multiple 

investors to invest in a diversified portfolio of assets such as stocks, bonds, and other 

securities. These funds are managed by professional fund managers who make investment 

decisions on behalf of the investor. 

  

An Exchange-Traded Fund (ETF) is a type of investment fund that is traded on 

stock exchanges, much like individual stocks. ETFs are composed of a collection of assets 

such as stocks, bonds, commodities, or other securities, and they offer investors a way to 

gain exposure to a broad range of markets and sectors. 

  

Benefits for Retirees 

 

1. Regular Income Generation: Covered calls funds can provide retirees with a 

consistent source of income through the premiums received from selling options. This 



additional income can complement other retirement income streams, helping to cover 

expenses and maintain a comfortable lifestyle. 

2. Reduced Portfolio Volatility: By holding a fund or ETF that uses a covered call 

strategy, retirees can partially hedge their positions against potential price declines in 

their underlying stocks. The income generated from covered calls can help offset 

potential losses, thereby reducing overall portfolio volatility. 

3. Enhanced Dividend Yield: Many retirees favour dividend-paying stocks in their 

portfolios. With exposure to a Fund or ETFs that sell covered calls, retirees in these 

funds can potentially enhance their dividend yield and increase their overall income 

potential. 

  

Considerations and Risks 

  
While covered calls funds can offer numerous benefits for maximizing retirement income, it's 

important to be aware of potential risks: 

1. Opportunity Cost: If the stock price increases significantly and the call option is 

exercised, the fund may miss out on potential gains beyond the strike price in the fund. 

2. Limited Upside: Selling covered calls caps the fund's potential upside, as it is 

obligated to sell the stock at the strike price if the option is exercised. 

3. Market Risk: The stock market is inherently unpredictable, and there's always a risk 

that the underlying stock's price could decline, resulting in potential capital losses. 

  

Selecting the Right Funds 

 
1. Diversification: Choose covered call ETFs or mutual funds that offer diversification 

across sectors and geographies. This can help mitigate risks associated with market 

volatility. 



2. Yield and Risk Assessment: Evaluate the yield offered by the fund and understand 

the associated risks. While covered call strategies can provide higher income, they 

may also limit the potential for capital appreciation. 

3. Tax Efficiency: Income generated from covered call strategies is often taxed as 

capital gains, which may be more tax-efficient than ordinary income. This can be 

advantageous for retirees looking to optimize their tax situation. 

  

Practical Considerations for Retirees 

 
1. Cash Flow Needs: Assess your monthly income requirements and choose funds that 

align with your cash flow needs. Covered call ETFs can provide consistent monthly 

distributions, which can be crucial for budgeting in retirement. 

2. Market Conditions: Be mindful of the current market environment. Covered call 

strategies can be particularly effective in range-bound or volatile markets, providing 

income while potentially reducing risk. 

3. Long-term Growth: While focusing on income, ensure that your portfolio still has 

exposure to growth opportunities. Some covered call funds cap options sales at a 

certain percentage to retain growth potential. 

 

By carefully selecting and managing covered call ETFs and mutual funds, retirees can 

enhance their income while managing the risks associated with market fluctuations. 

  

Conclusion 
  
Covered call mutual funds and ETFs can be a valuable tool for retirees looking to enhance 

their income streams. By generating additional cash flow from existing stock holdings inside 

traditional mutual fund or ETFs, this approach can help bridge income gaps and provide a 

cushion against market volatility. However, like any investment strategy, it comes with its own 

set of risks and considerations. 



  

For retirees interested in exploring covered calls funds, it's crucial to thoroughly understand 

the potential benefits and risks involved. With proper education, careful implementation, and 

professional guidance, covered call mutual funds and ETFs can be an effective way to boost 

retirement income and navigate the challenges of today's financial landscape. 

  

Remember, the key to successful retirement income planning is a diversified approach. 

Covered calls funds should be considered as part of a broader, well-balanced retirement 

strategy tailored to your individual needs, goals, and risk tolerance. 

  

If you want to explore post-retirement goals aimed at creating healthy and balanced financial 

strategies, please contact me at wwoo@researchcapital.com.  

  

Wei Woo, Investment Advisor, CIM, EPC 
Research Capital Corporation 
Private Client Division 
3481 Allan Dr. SW, Edmonton, AB 
T6W 3G9 
Office: 780-460-6628  

Cell: 780-299-0760 

 

Disclaimer 

 

Research Capital is a national investment firm with offices in Vancouver, Calgary, Edmonton, Regina, Toronto and 

Montreal.  The opinions, estimates and projections contained herein are those of the author as of the date hereof and are 

subject to change without notice and may not reflect those of Research Capital Corporation ("RCC"). The information and 

opinions contained herein have been compiled and derived from sources believed to be reliable, but no representation or 

warranty, expressed or implied, is made as to their accuracy or completeness. Neither the author nor RCC accepts liability 

whatsoever for any loss arising from any use of this report or its contents. Information may be available to RCC which is not 

reflected herein. This report is not to be construed as an offer to sell or a solicitation for an offer to buy any securities. This 

newsletter is intended for distribution only in those jurisdictions where both the author and RCC are registered to do business 

in securities. Any distribution or dissemination of this newsletter in any other jurisdiction is strictly prohibited. RCC and its 

officers, directors, employees and their families may from time to time invest in the securities discussed in this newsletter. 
  
© 2024 Research Capital Corporation. Member-Canadian Investor Protection Fund / member-fonds canadien de protection 

des épargnants 
  
Research Capital Corporation (RCC) makes no representations whatsoever about any other website which you may access 

through this one. When you access a non-RCC website please understand that it is independent from RCC and that RCC has 
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no control over the content on that website. The content, accuracy, opinions expressed, and other links provided by these 

resources are not investigated, verified, monitored, or endorsed by RCC. 
  
Commissions, trailing commissions, management fees and expenses may be associated with mutual fund and exchange 

traded fund investments. Please read the prospectus before investing. Mutual funds or exchange traded funds are not 

guaranteed or insured by the Canada Deposit Insurance Corporation or any other government deposit insurer; their values 

change frequently, and past performance may not be repeated. 

 


