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BUY-WRITE STRATEGY SIMULATIONS  

This material is intended for institutional investors and is provided for information purposes only. There is no assurance that a transaction will be entered into on any indicative terms. 

SG Americas Securities, LLC (“SGAS”) believes the information in this document is reliable but makes no representation or warranty as to whether the information is current, accurate 

or complete. SGAS is under no obligation to update, modify or amend this communication or to otherwise notify you that any matter contained herein has changed or subsequently 

become inaccurate. SGAS and its affiliates expressly disclaim all responsibility for any use of or reliance upon this document. This document is provided solely for informational 

purposes and may not be construed as an offer to buy or sell, or a solicitation of an offer to buy or sell, any financial instrument or to engage in any particular trading strategy or as an 

official confirmation of terms. Investors must make their own investment decisions using their own independent advisors while considering their own financial situation and investment 

objectives. SGAS and its affiliates do not act as a financial adviser or as a fiduciary in respect of any transaction unless such entity expressly agrees so in writing. This document may 

not be relied upon as investment, accounting, legal, regulatory or tax advice or an investment recommendation. 

© 2012 Société Générale (“SG”), SGAS and their affiliates. SG CIB is the Corporate and Investment Banking arm of SG. Certain services described herein are provided by SGAS, a 

US registered broker-dealer, member of the NYSE, FINRA and SIPC, and a wholly owned subsidiary of SG. Services provided outside the US may be provided by affiliates of SGAS. 

 

IMPORTANT LEGAL NOTICE - SIMULATIONS 

The simulations set out herein were realized using option prices based on SG's implied valuation parameters. These prices represent a mid-market value and do not take into 

account any bid-offer spread. As such, they in no way represent actual prices that would have been traded in the past. 

Recipients of this material should be aware that the hypothetical historical performance data included in this document are derived from the economic environment and the actual 

historical daily data of the underlying that prevailed in the period following the date of the relevant simulation.   Accordingly, although the graphs here after may be useful in order to 

gain historical perspective, past performances and the hypothetical historical performance data presented herein should not be taken as indicative of future performance. 

The hypothetical historical performances data presented hereafter have not been verified by any independent third party.  Hypothetical historical results shown in this document have 

their inherent limitations.  These back-tested results are determined by means of a retroactive application of a back-testing model designed with the benefit of hindsight. Alternative 

modeling techniques or assumptions might produce significantly different results and prove to be more appropriate or accurate.  Hypothetical back-tested results are neither an 

indicator nor guarantee of future returns or future performance.  Actual results will vary, perhaps materially, from the hypothetical analysis above.  
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BUY-WRITE STRATEGY SIMULATIONS  

We looked at: 

 3 option Maturities 

 1 week (5 business days) 

 1 month (20 business days) 

 3 month (60 business days) 

 

 5 Strike levels 

 95% 

 98% 

 

 Multiple frequencies of option writing 

 Every day 

 On a weekly/monthly/quarterly basis (according to the option maturity) 

 ATM  105% 

 102% 
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BUY-WRITE STRATEGY SIMULATIONS  

Comparison between S&P 500 TR  and back-tested 

strategies (ATM, ITM, OTM) 
 Hypothetical Strategy  1W (HS 1W): each day, the strategy shorts 1/5 of a Call Option on SPX, maturity 1 Week 

 Hypothetical Strategy  1M (HS 1M): each day, the strategy shorts 1/20 of a Call Option on SPX, maturity 1 Month 

 Hypothetical Strategy  3M (HS 3M): each day, the strategy shorts 1/60 of a Call Option on SPX, maturity 3 Months 
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BUY-WRITE STRATEGY SIMULATIONS  

On each business day, strategy shorts 1/N part* of an ATM Call on the S&P 500® 

The results above are illustrative and provided for information only. They should not be read as a guarantee or an indication of the future performance. 

See “Important Legal Notice - Simulations” in the front of this document for important cautionary statements regarding the simulations presented herein.  

Source: Bloomberg & SG Financial 

Engineering Data from March 26th, 

2004 to May 10th, 2010 
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SPTR Index 1W Index 1M Index 3M 

Flat Market Bullish Market Bearish Market Very Bullish Market 

8.14% 14.65% -33.76% 55.76% S&P TR 

11.73% 11.16% -8.23% 36.37% HS 1W 

11.43% 10.70% -12.34% 38.59% HS 1M 

10.53% 9.06% -19.17% 43.87% HS 3M 

Overall IRR  

S&P TR 2.80% 

Hypothetical Strategy  1W 9.77% 

Hypothetical Strategy  1M 8.63% 

Hypothetical Strategy  3M 6.53% 

Flat Market: from 3/26/04 to 6/30/2006 

Bullish Market: from 7/3/06 to 7/30/2007 

Bearish Market: from 8/1/07 to 2/28/09 

Very Bullish Market: from 3/2/09 to 5/10/10 

 

 

 
*For HS 1W, N = 5  -  For HS 1M, N = 20  -  For HS 3M, N = 60 

HS HS HS 



This material is provided for informational purposes only.  

DAILY ROLLS OF ITM OPTIONS: 1W, 1M, 3M MATURITIES 

6 

BUY-WRITE STRATEGY SIMULATIONS  

On each business day, strategy shorts 1/N part* of a Call on the S&P 500® 

The results above are illustrative and provided for information only. They should not be read as a guarantee or an indication of the future performance. 

See “Important Legal Notice - Simulations” in the front of this document for important cautionary statements regarding the simulations presented herein.  

Source: Bloomberg & SG Financial 

Engineering Data from March 26th, 

2004 to May 10th, 2010 
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SPTR Index 1W Index 1M Index 3M 

Flat Market Bullish Market Bearish Market Very Bullish Market 

8.14% 14.65% -33.76% 55.76% S&P TR 

8.83% 3.73% 1.23% 33.28% HS 1W 

8.56% 2.62% 0.04% 23.99% HS 1M 

7.80% 5.49% -12.64% 35.86% HS 3M 

Overall IRR  

S&P TR 2.80% 

Hypothetical Strategy  1W 9.73% 

Hypothetical Strategy  1M 7.55% 

Hypothetical Strategy  3M 5.89% 

Flat Market: from 3/26/04 to 6/30/2006 

Bullish Market: from 7/3/06 to 7/30/2007 

Bearish Market: from 8/1/07 to 2/28/09 

Very Bullish Market: from 3/2/09 to 5/10/10 

 

 

 
*For HS 1W, N = 5  -  For HS 1M, N = 20  -  For HS 3M, N = 60 

Strike 98% Strike 95% Strike 95% 

HS HS HS 
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BUY-WRITE STRATEGY SIMULATIONS  

On each business day, strategy shorts 1/N part* of a Call on the S&P 500® 

The results above are illustrative and provided for information only. They should not be read as a guarantee or an indication of the future performance. 

See “Important Legal Notice - Simulations” in the front of this document for important cautionary statements regarding the simulations presented herein.  

Source: Bloomberg & SG Financial 

Engineering Data from March 26th, 

2004 to May 10th, 2010 
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SPTR Index 1W Index 1M Index 3M 

Flat Market Bullish Market Bearish Market Very Bullish Market 

8.14% 14.65% -33.76% 55.76% S&P TR 

10.10% 15.36% -20.11% 56.96% HS 1W 

8.81% 15.37% -24.43% 53.34% HS 1M 

9.76% 13.72% -25.76% 52.57% HS 3M 

Overall IRR  

S&P TR 2.80% 

Hypothetical Strategy  1W 8.95% 

Hypothetical Strategy  1M 6.41% 

Hypothetical Strategy  3M 5.90% 

Flat Market: from 3/26/04 to 6/30/2006 

Bullish Market: from 7/3/06 to 7/30/2007 

Bearish Market: from 8/1/07 to 2/28/09 

Very Bullish Market: from 3/2/09 to 5/10/10 

 

 

 
*For HS 1W, N = 5  -  For HS 1M, N = 20  -  For HS 3M, N = 60 

Strike 102% Strike 105% Strike 105% 

HS HS HS 
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BUY-WRITE STRATEGY SIMULATIONS  

Measure of the impact of different Strike levels on: 
 1 week Strategy 

 1 month Strategy 

 3 months Strategy 
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BUY-WRITE STRATEGY SIMULATIONS  

On each business day, strategy shorts 1/5 part of a Call on the S&P 500® 

The results above are illustrative and provided for information only. They should not be read as a guarantee or an indication of the future performance. 

See “Important Legal Notice - Simulations” in the front of this document for important cautionary statements regarding the simulations presented herein.  

*For HS 1W, N = 5  -  For HS 1M, N = 20  -  For HS 3M, N = 60 

Source: Bloomberg & SG Financial Engineering 

Data from March 26th, 2004 to May 10th, 2010 
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BUY-WRITE STRATEGY SIMULATIONS  

The results above are illustrative and provided for information only. They should not be read as a guarantee or an indication of the future performance. 

See “Important Legal Notice - Simulations” in the front of this document for important cautionary statements regarding the simulations presented herein.  

*For HS 1W, N = 5  -  For HS 1M, N = 20  -  For HS 3M, N = 60 

On each business day, strategy shorts 1/20 part of a Call on the S&P 500® 
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BUY-WRITE STRATEGY SIMULATIONS  

The results above are illustrative and provided for information only. They should not be read as a guarantee or an indication of the future performance. 

See “Important Legal Notice - Simulations” in the front of this document for important cautionary statements regarding the simulations presented herein.  

*For HS 1W, N = 5  -  For HS 1M, N = 20  -  For HS 3M, N = 60 

On each business day, strategy shorts 1/60 part of a Call on the S&P 500® 

0 

200 

400 

600 

800 

1000 

1200 

1400 

1600 

1800 

2000 

Mar-04 Sep-04 Mar-05 Sep-05 Mar-06 Sep-06 Mar-07 Sep-07 Mar-08 Sep-08 Mar-09 Sep-09 Mar-10 

SPTR Index 3M 95% Index 3M 98% Index 3M ATM Index 3M 102% Index 3M 105% 

Source: Bloomberg & SG Financial Engineering 

Data from March 26th, 2004 to May 10th, 2010 

 

HS HS HS HS HS 



This material is provided for informational purposes only.  

12 

BUY-WRITE STRATEGY SIMULATIONS  

Difference between Daily rolls and Weekly rolls 
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BUY-WRITE STRATEGY SIMULATIONS  

The results above are illustrative and provided for information only. They should not be read as a guarantee or an indication of the future performance. 

See “Important Legal Notice - Simulations” in the front of this document for important cautionary statements regarding the simulations presented herein.  

*For HS 1W, N = 5  -  For HS 1M, N = 20  -  For HS 3M, N = 60 

Weekly Rolls Start on Monday, Tuesday, Wednesday, Thursday or Friday 

Source: Bloomberg & SG Financial Engineering 

Data from January 14th, 2004 to May 10th, 2010 
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BUY-WRITE STRATEGY SIMULATIONS  

 Overall performance of the 1-Week Buy-Write Strategy compared to the 1M or 3M maturities 

 The higher Theta embedded in short term options seems to be the reason for the outperformance (approximately 

twice the amount of premium is collected vs monthly maturity) 

 

 Potential benefits of daily roll vs weekly: higher performance dispersion when rolling only once a week 

 Daily Rolls give a statistical exposure by reducing the performance dispersion (see graph page 14) 

 

 For a given maturity, strategies based on ATM strike appear to deliver better risk-adjusted returns than ITM 

or OTM 

 


