
The first quarter of 2019 saw the S&P 500 turned in its best quarter since 2009, gaining 13.6%.  Future expected 
volatility, as measured by the CBOE Volatility Index (VIX) declined from 25.42 to 12.82 for the quarter.  This is below 
average and significantly lower than levels seen at the end of 2018.  However, the VRP, the difference between the 
market’s expected volatility and its actual volatility still appears rich.    

With the general decline in implied volatility, an increase in implied skew (relative richness of upside vs. downside 
options) has begun to make options with lower strike prices relatively more attractive to sell, suggesting that a more 
defensive approach could be warranted.  However, it is also worth noting that upside options have not quite fallen to 
the extremely cheap levels seen in 2017.  This give-and-take is reflected in our option selection, as we have begun to 
increase our allocation to lower strikes, but still maintain a more balanced position.  

Our Secured Options strategy, which attempts to harvest both the Equity (ERP) and the Volatility Risk Premium (VRP) 
by primarily selling cash secured puts on the S&P 500 Index, gained 8.1% (gross) and +7.9% (net) for the first quarter 
of 2019, while the CBOE S&P 500 Put-Write Index gained +5.4% for the 1st quarter.  Since our benchmark has roughly 
50% exposure to each of the two risk premia (VRP and ERP), we believe all relative under/outperformance may be 
attributed to our options selection process.  For the 1st quarter of 2019, we had positive contributions from our option 
selection process (+2.7%) and the ERP (+6.8%).  Unfortunately, the large move higher caused the VRP to be negative 
(-1.4%).  Over the previous 12 months, the Secured Options strategy has returned +4.5% before fees and expenses 
(+3.8% net), compared to 1.7% for the CBOE S&P 500 Put-Write Index and 3.3% for the CBOE BuyWrite Index.
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• The S&P 500 Index rose 13.6% while the covered call benchmark, CBOE S&P 500 Buy-Write Index, rose   
 6.8% for the period.

• The Glenmede Secured Options strategy (“strategy”) outperformed the CBOE S&P 500 Buy-Write Index  
 due primarily to option selection.

• For the first quarter of 2019, we had positive contributions from our option selection process (+2.7%) and the  
 ERP (+6.8%).  Unfortunately, the large move higher caused the VRP to be negative (-1.4%). 

HIGHLIGHTS



For the remainder of 2019, we believe U.S. equities will have limited upside potential with higher than normal implied 
volatility and that our option-based strategy is positioned to capture risk-adjusted returns relative to the underlying 
index.  While option pricing, as measured by implied volatility, has come down from levels at the end of 2018, it is 
important to consider that the positive frequency of the VRP has been above 80%, even at the lowest levels of implied 
volatility.
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We calculate the Equity Risk Premium as the spread between the total monthly return of the S&P500 and the yield on the 10-year Treasury Bond in monthly terms.  
The average Equity Risk Premium over the entire period is calculated as the annualized average of each monthly Equity Risk Premium. 

We calculate the Volatility Risk Premium as the spread between the closing price of the VIX Index and the subsequent 1-month realized price volatility of the S&P 
500 Index. Each observation is a 1-month period starting on an options expiration date (the third Friday of the month).

The views expressed represent the opinions of the portfolio managers as of March 31, 2019. There can be no assurance that the same factors would result in the 
same decisions being made in the future. In addition, the views are not intended as a recommendation of any security, sector or product. Past performance is not 
indicative of future performance. Returns reported represent past performance and are not indicative of future results. Actual performance may be lower or higher 
than the performance set forth above. For institutional adviser use only, not intended to be shared with retail clients.

SECURED OPTIONS Composite Performance (%)

As of 3/31/2019 QTD YTD 1 YEAR 3 YEAR* 5 YEAR* 10 YEAR*

SINCE  
INCEPTION* 
(12/31/03)

Glenmede (Gross) 8.0 8.0 4.4 6.9 5.8 11.0 6.9

Glenmede (Net) 7.8 7.8 3.7 6.1 5.0 10.2 6.3

CBOE BuyWrite 6.8 6.8 3.3 7.4 5.9 9.0 5.4

*Annualized 

Glenmede Investment Management, LP claims compliance with the Global Investment Performance Standards (GIPS®). 

Glenmede Investment Management, LP, a registered Investment Advisor, is an affiliate of the Glenmede Trust Company, NA (GTC). The “Firm” is defined as all 
investment advisory accounts managed by Glenmede Investment Management LP. Effective January 1, 2007, the Investment Product Management Group of 
GTC became Glenmede Investment Management, LP. All performance prior to January 1, 2007, shown here as the performance of GIM, was previously reported 
as the performance of the Investment Product Management Group of the Glenmede Trust Company.

Past performance is not indicative of future performance and may be lower or higher than the performance quoted. All of the composites’ valuations and 
returns are computed and stated in U.S. Dollars.  Additional information regarding the Company’s policies for valuing portfolios, calculating performance and 
preparing compliant presentations, is available upon request. A GIPS® compliant presentation, as well as a complete list of firm composites and performance, 
can be requested from Jeffrey Coron at 215.419.6627. Please see the GIPS® presentation for further explanation.

The Secured Options composite will implement buy-write (covered call) and/or cash-secured put option strategies on stock ETFs, stock indices and/or individual 
stocks held by the portfolio. The strategy invests in options which have the risks of unlimited losses of the underlying holdings due to unanticipated market 
movements and failure to correctly predict the direction of the securities prices, interest rates and currency exchange rates. This investment may not be 
suitable for all investors. The strategy may invest in ADRs and foreign securities which involve greater volatility and political, economic, and currency risks and 
differences in accounting methods.  This strategy seeks to balance the total return of the S&P 500 with risk mitigation from options. The CBOE Buy/Write Index 
is a benchmark index designed to track the performance of a hypothetical buy-write strategy on the Standard and Poor’s 500 Index.  The S&P 500 Index consists 
of 500 widely held common stocks.  The unmanaged index is a total return index with dividends reinvested.  One cannot invest directly in an index.  


