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Strategy Types

High degrees of customization are available to clients in these three broad categories

Put Writing Call Writing

Hedging

Concentrated Hedged Equity Dynamically : 0 unistic
SingleName D>  Concentrated deploy cashat 2> Cash Secured Put Sell single name pport
(CSF) and index options Yield Enhancement
Security Stock (HEC) lower levels (OYE)
. Sell index puts
. Hedged Equity . Index Put Income: . . Managed Index
Hedge portfolio Porifolio (HEP) nnllimmpl:]g nifi:ﬁdu. ) (IP1) Sell index options Income (Mll)
Exchange Single Exch Fund Statically sell S&P CBOE S&FP 500 Statically sell S&P CBOE S&FP 500
Stock Risk for = | .““!11].“' “EFR 500 puls against =  PulWrite Index 500 calls against = BuyWrite Index
Market Risk eplication (EFR) portfolio Replication (PUT) portfolio Replication (BXM)
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Two Approaches
Concentrated Stock Hedging

Covered Call & Collar Payoff Chart
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Amount of Liquidation

Scenario A Scenario B
Options make money, Options lose money,
use premium fo pay tax bill use losses to pay tax bill

g

g

g

g

Tax-Neutral Liquidation Amount

g &
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Current Stock Pri

2

685 406 5106 sy 5107 5138 4149 5159 5170 5180 4191
Stock Price at Expiration

Source: Spiderfock Advisors

Option Key: June 2021 A4 5140 Strike Call
Embedded Capitel Gaina: 50%

Short/Lorg Term Tax Rata(z) 37.0%, 22.8%
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Exchange Fund Replication

A
Market Btum at Explration [PRPT——

How to reduce concentrated risk How to transition to market risk

1) Sell call options on concentrated position 1) Sell put options on the S&F 500
2) Purchase put options on concentrated position ) Use put premium to purchase call options on the S&F 500
3 Result = position is collared, premium neutral 3) Result = concentrated equity exposure is transitioned

to market equity exposure, premium neutral
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Index Call Write
Managed Index Income

= The Index Call Write's level
of protection is determined
by the amount of premium

collected from selling calls.

= The strategy's level
of upside participation
is limited by the amount
of overwrite.

= In a flat market, the
strategy’s PnL will be
positive.

+ Portfolio dividends are
preserved.

Performance

Risk Reduction:

-20% . . . 10%

Sell at-the-money Index
call options on a portion
or the entire portfolio

5% Portiolio Retum
1% e 58 Returm w SRA Met of Fees
-15%

-20%
Portfolio Retwrn st Expiration

Up to 2-8% annually (call premium generated*).

il

* 25% ovenwrite in illestration ta reduce equity bets by 12.5%. Premiums will vary with market conditions.
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Index Put Spread _
Hedged Equity Portfolio

a0
= The Index Put Spread Buy 5% out-of-the-money
ill provide protection Index put options, sell 20%
e P out-of-the-money Index put
between -5% and -20% options and sell enough at-
while allowing for partial the-money Index call options  20%
upside participation. to offset premium outlay

* The strategy’s level of g
upside participation is g

-A0% = = 1M 20% 30N A0
slightly mitigated.
1% Portfalio Returm
= In a flat market, the
strategy's PnL will be i e EstRetum W/ SRA Netof Fees

slightly positive.

= Portfolio dividends are

40
preserved. Portfolio Return st Expirstion

Risk Reduction: Full equity protection between -5% to -20%.

al |

The shove exemple illustrates & 100% allocatian

| 7
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Index Collar
Hedged Equity Portfolio

400
« The Index Collar protects Sell out-of-the-money
the underlying portfolio :ﬂ?:::::ﬁgm;w 30%
from large downside put options to create a
maoves, while preserving a “costless” collar 20%
portion of the upside.
Bl
= In a flat market, the g
strategy’s PnL will be g - o . » % - - - -
zero or slightly positive.
-10% Portfolio Retum
+ Portfolio dividends are
preser\.red. -3 Est Return w)f SRA Netof Fees
=308
=A%

Pertfolio Return st Expiration

Risk Reduction: Full downside equity protection beginning at -10%.

The gbove exemple illustrates g 100% allocation toreduce bets by up ta 70%.
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Contact Us

Headquarters - Chicago, IL

Dave Donnelly
Managing Director

DDonnelly@SpiderRockAdvisors.com
312.847.0220

Headquarters - Chicago, IL
300 South Riverside Plaza, Suite 2350
Chicago, IL 60606

(312) 8470300

Adam Butterfield

Senior Analyst

AButterfield@SpiderRockAdvisors.com
312.847.0222
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Disclosures

The information contained herein is proprietary and confidential to Spiderfock Advisors, LLC ("SpiderRock”) and is intended only for the use of the individual or entity to
whom SpiderRock directs it

Actual strategy returns fram live portfolios may differ materially from hypothetical returns. There is no substitute for actual retums from a live portfolio. HYPOTHETICAL
PERFORMANCE IS NOT A GUARANTEE OF FUTURE RETURNS. In fact, hypothetical performance results have many inherent limitations and no representation is being
made that any trade will or is likely to achieve profits or losses similar 1o those shown or that a market for securities will exist as shown. There are frequently sharp
differences between hypothetical performance results and the actual results subsequently achieved by any particular trade or trading program.

It is possible that the markets or pricing will be better or worse than shown in the projections; that the actual results of an investor who invests in the manner these
projections suggest will be better or worse than the projections; and that an investor may lose money by investing in the manner the projections suggest. Simulated
returns may be dependent on the market and economic conditions that existed during the period. Future market or economic conditions can adversely affect the returns.

SpiderRock does not provide tax, legal, or accounting advice. This material has been prepared for informational purposes only, and is not intended to provide, and should
not be relied on for, tax, legal, or accounting advice. You should consult your own tax, legal, and accounting advisors before engaging in any transaction. Itis also the
responsibility of the client and/or individual to ensure that the necessary account documents have been completed with the appropriate custodian prior to enabling
SpiderRock to enter trades on the client’s or individual's behalf. Preparation of such documentation may lead 1o significant delays from the time in which this analysis
has been prepared and when trades may be entered and SpiderRock will not be liable for any bost profits and/or opportunities caused by this delay.

Options involve risk and are not suitable for all investors. Please refer to Characteristics and Risks of Standardized Options
(http:iwww.optionsclearing.com/about/publications/character-risks.jsp), and the SpiderRock Advisors ADV, which includes specific Risk Statements and Disclosures,
Privacy Policy, and Terms & Conditions, copies of which can also be obtained by contacting our Client Support Department at supporti@spiderrockadvisors.com.

Market Conditions may include but are not limited to volatility, stock price, interest rates and premiums, government action and regulation, and ather “Acts of God” such
as natural disturbances, public health crises and the threat of war or terrorism.

© 2020 SpiderRock Advisors, LLC. All ights reserved.




