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Important Disclosures

General
 The information provided is for general education and information purposes only. No statement provided should be construed as a

recommendation to buy or sell a security, future, financial instrument, investment fund, or other investment product (collectively, a “financial
product”), or to provide investment advice.

 In particular, the inclusion of a security or other instrument within an index is not a recommendation to buy, sell, or hold that security or any
other instrument, nor should it be considered investment advice.

Options
 Options involve risk and are not suitable for all market participants. Prior to buying or selling an option, you should discuss with your broker

whether trading options is right for you and should review the Characteristics and Risks of Standardized Options (ODD), which is required to
be provided to all such persons. Copies of the ODD are available from your broker or from The Options Clearing Corporation, 125 S. Franklin
Street, Suite 1200, Chicago, IL 60606.

 Trading FLEX options may not be suitable for all options-qualified market participants. FLEX options strategies only should be considered by
those with extensive prior options trading experience.

 Uncovered option writing is suitable only for the knowledgeable market participant who understands the risks, has the financial capacity and
willingness to incur potentially substantial losses, and has sufficient liquid assets to meet applicable margin requirements. In this regard, if
the value of the underlying instrument moves against an uncovered writer's options position, the writer may incur large losses in that options
position and the participant’s broker may require significant additional margin payments. If a market participant does not make those margin
payments, the broker may liquidate positions in the market participant’s account with little or no prior notice in accordance with the market
participant’s margin agreement.

Futures
 Futures trading is not suitable for all market participants and involves the risk of loss, which can be substantial and can exceed the amount of

money deposited for a futures position. You should, therefore, carefully consider whether futures trading is suitable for you in light of your
circumstances and financial resources. You should put at risk only funds that you can afford to lose without affecting your lifestyle.

 For additional information regarding the risks associated with trading futures and security futures, see respectively the Risk Disclosure
Statement set forth in Appendix A to CFTC Regulation 1.55(c) and the Risk Disclosure Statement for Security Futures Contracts.

Before engaging in any transactions in Cboe Company products, it is important for market participants to carefully review the disclosures and
disclaimers contained at https://www.cboe.com/options_futures_disclaimers.

https://www.theocc.com/Company-Information/Documents-and-Archives/Publications
https://cdn.cboe.com/resources/general/Appendix_A_to_CFTC_Regulation_1.55(c).pdf
https://www.nfa.futures.org/members/member-resources/files/security-futures-disclosure.pdf
https://www.cboe.com/options_futures_disclaimers
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Important Disclosures

VIX® Index and VIX® Index Products
 The Cboe Volatility Index® (known as the VIX Index) is calculated and administered by Cboe Global Indices, LLC. The VIX Index is a

financial benchmark designed to be a market estimate of expected volatility of the S&P 500® Index, and is calculated using the midpoint of
quotes of certain S&P 500 Index options as further described in the methodology, rules and other information here.

 VIX futures and Mini VIX futures, traded on Cboe Futures Exchange, LLC, and VIX options, traded on Cboe Options Exchange, Inc.
(collectively, “VIX® Index Products”), are based on the VIX Index. VIX Index Products are complicated financial products only suitable for
sophisticated market participants.

 Transacting in VIX Index Products involves the risk of loss, which can be substantial and can exceed the amount of money deposited for a
VIX Index Product position (except when buying options on VIX Index Products, in which case the potential loss is limited to the purchase
price of the options).

 Market participants should put at risk only funds that they can afford to lose without affecting their lifestyles.
 Before transacting in VIX Index Products, market participants should fully inform themselves about the VIX Index and the characteristics and

risks of VIX Index Products, including those described here. Market participants also should make sure they understand the product
specifications for VIX Index Products (VIX futures, Mini VIX futures and VIX options) and the methodologies for calculating the underlying
VIX Index and the settlement values for VIX Index Products. Answers to questions frequently asked about VIX Index products and how they
are settled is available here.

 Not Buy and Hold Investment: VIX Index Products are not suitable to buy and hold because:
 On their settlement date, VIX Index Products convert into a right to receive or an obligation to pay cash.
 The VIX Index generally tends to revert to or near its long-term average, rather than increase or decrease over the long term.

 Volatility: The VIX Index is subject to greater percentage swings in a short period of time than is typical for stocks or stock indices, including
the S&P 500 Index.

 Expected Relationships: Expected relationships with other financial indicators or financial products may not hold. In particular:
 Although the VIX Index generally tends to be negatively correlated with the S&P 500 Index – such that one tends to move upward

when the other moves downward and vice versa – that relationship is not always maintained.
 The prices for the nearest expiration of a VIX Index Product generally tend to move in relationship with movements in the VIX

Index. However, this relationship may be undercut, depending on, for example, the amount of time to expiration for the VIX Index
Product and on supply and demand in the market for that product.

 Mini VIX futures contracts trade separately from regular-sized VIX futures, so the prices and quotations for Mini VIX futures and
regular-sized VIX futures may differ because of, for example, possible differences in the liquidity of those markets.

 Final settlement Value: The method for calculating the final settlement value of a VIX Index Product is different from the method for
calculating the VIX Index at times other than settlement, so there can be a divergence between the final settlement value of a VIX Index
Product and the VIX Index value immediately before or after settlement. (See the SOQ Auction Information section here for additional
information.)

https://www.cboe.com/us/indices/governance/
https://markets.cboe.com/tradable_products/vix/vix_futures/specifications/
https://cdn.cboe.com/resources/futures/VXM_Contract_Specifications.pdf
https://markets.cboe.com/tradable_products/vix/vix_options/specifications/
http://www.cboe.com/products/vix-index-volatility/vix-options-and-futures/vix-index/vix-faqs#1
https://www.cboe.com/tradable_products/vix/faqs/#1
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Important Disclosures

Exchange Traded Products (“ETPs”)
 Cboe does not endorse or sell any ETP or other financial product, including those investment products that are or may be based on a Cboe

index or methodology or on a non-Cboe index that is based on investment products trading on a Cboe Company exchange (e.g., VIX
futures); and Cboe makes no representations regarding the advisability of investing in such products. An investor should consider the
investment objectives, risks, charges, and expenses of these products carefully before investing. Investors also should carefully review the
information provided in the prospectuses for these products.

 Investments in ETPs involve risk, including the possible loss of principal, and are not appropriate for all investors. Non-traditional ETPs,
including leveraged and inverse ETPs, pose additional risks and can result in magnified gains or losses in an investment. Specific risks
relating to investment in an ETP are outlined in the fund prospectus and may include concentration risk, correlation risk, counterparty risk,
credit risk, market risk, interest rate risk, volatility risk, tracking error risk, among others. Investors should consult with their tax advisors to
determine how the profit and loss on any particular investment strategy will be taxed.

Cboe Strategy Benchmark Indices
 Cboe Strategy Benchmark Indices are calculated and administered by Cboe Global Indices, LLC as described in the methodologies, rules

and other information available here using information believed to be reliable, including market data from exchanges owned and operated by
other Cboe Companies.

 Strategy Benchmark Indices are designed to measure the performance of hypothetical portfolios comprised of one or more derivative
instruments and other assets used as collateral. Past performance is not indicative of future results. Strategy Benchmark Indices are not
financial products that can be invested in directly, but can be used as the basis for financial products or managing portfolios.

 The actual performance of financial products such as mutual funds or managed accounts can differ significantly from the performance of the
underlying index due to execution timing, market disruptions, lack of liquidity, brokerage expenses, transaction costs, tax consequences and
other considerations that may not be applicable to the subject index.

Index and Benchmark Values Prior to Launch Date
 Index and benchmark values for the period prior to an index’s launch date are calculated by a theoretical approach involving back-testing

historical data in accordance with the methodology in place on the launch date (unless otherwise stated). A limitation of back-testing is that it
reflects the theoretical application of the index or benchmark methodology and selection of the index’s constituents in hindsight. Back-testing
may not result in performance commensurate with prospective application of a methodology, especially during periods of high economic
stress in which adjustments might be made. No back-tested approach can completely account for the impact of decisions that might have
been made if calculations were made at the same time as the underlying market conditions occurred. There are numerous factors related to
markets that cannot be, and have not been, accounted for in the preparation of back-tested index and benchmark information.

https://www.cboe.com/us/indices/governance/
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Important Disclosures

Taxes
 No Cboe Company is an investment adviser or tax advisor, and no representation is made regarding the advisability or tax consequences of investing in,

holding or selling any financial product. A decision to invest in, hold or sell any financial product should not be made in reliance on any of the statements
or information provided. Market participants are advised to make an investment in, hold or sell any financial product only after carefully considering the
associated risks and tax consequences, including information detailed in any offering memorandum or similar document prepared by or on behalf of the
issuer of the financial product, with the advice of a qualified professional investment adviser and tax advisor.

 Under section 1256 of the Tax Code, profit and loss on transactions in certain exchange-traded options and futures are entitled to be taxed at a rate
equal to 60% long-term and 40% short-term capital gain or loss, provided that the market participants involved and the strategy employed satisfy the
criteria of the Tax Code. Market participants should consult with their tax advisors to determine how the profit and loss on any particular option or
futures strategy will be taxed. Tax laws and regulations change from time to time and may be subject to varying interpretations.

General
 Past performance of an index or financial product is not indicative of future results.
 Brokerage firms may require customers to post higher margins than any minimum margins specified.
 No data, values or other content contained in this document (including without limitation, index values or information, ratings, credit-related analyses

and data, research, valuations, strategies, methodologies and models) or any part thereof may be modified, reverse-engineered, reproduced or
distributed in any form or by any means, or stored in a database or retrieval system, without the prior written permission of Cboe.

 Cboe does not guarantee the accuracy, completeness, or timeliness of the information provided. THE CONTENT IS PROVIDED “AS IS” WITHOUT
WARRANTY OF ANY KIND, EITHER EXPRESS OR IMPLIED, INCLUDING, WITHOUT LIMITATION, ANY WARRANTY WITH RESPECT MERCHANTABILITY OR
FITNESS FOR A PARTICULAR PURPOSE.

 Hypothetical scenarios are provided for illustrative purposes only. The actual performance of financial products can differ significantly from the
performance of a hypothetical scenario due to execution timing, market disruptions, lack of liquidity, brokerage expenses, transaction costs, tax
consequences and other considerations that may not be applicable to the hypothetical scenario.

 Supporting documentation for statements, comparisons, statistics or other technical data provided is available by contacting Cboe Global Markets at
www.cboe.com/Contact.

 The views of any third-party speakers or third-party materials are their own and do not necessarily represent the views of any Cboe Company. That
content should not be construed as an endorsement or an indication by Cboe of the value of any non-Cboe financial product or service described.

Trademarks and Intellectual Property
 Cboe®, Cboe Global Markets®, Bats®, BIDS Trading®, BYX®, BZX®, Cboe Options Institute®, Cboe Vest®, Cboe Volatility Index®, CFE®, EDGA®, EDGX®,

Hybrid®, LiveVol®, Silexx® and VIX® are registered trademarks, and Cboe Futures ExchangeSM, C2SM, f(t)optionsSM, HanweckSM, and Trade AlertSM are
service marks of Cboe Global Markets, Inc. and its subsidiaries. Standard & Poor's®, S&P®, S&P 100®, S&P 500® and SPX® are registered trademarks of
Standard & Poor's Financial Services LLC and have been licensed for use by Cboe Exchange, Inc. Dow Jones®, Dow Jones Industrial Average®, DJIA® and
Dow Jones Global Indexes® are registered trademarks or service marks of Dow Jones Trademark Holdings, LLC, used under license. Russell, Russell
1000®, Russell 2000®, Russell 3000® and Russell MidCap® names are registered trademarks of Frank Russell Company, used under license. FTSE® and the
FTSE indices are trademarks and service marks of FTSE International Limited, used under license. MSCI and the MSCI index names are service marks of
MSCI Inc. (“MSCI”) or its affiliates and have been licensed for use by Cboe. All other trademarks and service marks are the property of their respective
owners.

http://www.cboe.com/Contact
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Interactive Features

Technical Issues
If you experience any technical difficulties, please try 
refreshing your browser, as that clears up many local 
network issues.  If your issue persists, you can send 
your issue to our webcast tech visa the Q icon.

Questions and Comments
Ask a question or submit a comment at any time by 
typing it in the Q&A box, which is located under the 
Slides box on your interface.

Webinar Interface
Webinar interface is interactive and customizable.  
Click and hold on a box to drag it around to another 
position

HandoutsQuestions

Handouts
Click on the Handouts icon for links to key literature. 

Visit www.cboe.com/insights/webinars for webinar replays and upcoming webinars

http://www.cboe.com/insights/webinars
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Topics Today

Introducing the Cboe® Validus® S&P 500® Dynamic PutWrite
Index (PUTDSM)

Rules-based Dynamic Strategies with Outperformance in 
Past Bearish to Slightly Bullish Markets

Regular Income Generation with Option-Writing to Help 
Smooth Out Portfolio Returns 
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CBOE GLOBAL 
INDICES

Validus Dynamic Indices – the next generation of options strategy indices

8
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Cboe Global Indices is a leading index solutions 
provider powered by Cboe brand and some of the 
industry’s most iconic and recognizable brands 
including the VIX® Index and BXM® Index. 

We have a unique expertise in using derivatives 
around core investment strategies and themes and a 
thought leader with proven track record of creating 
tradable, innovative, and meaningful index products.

About

About Cboe Global Indices

Cboe Global Indices is the leading derivatives-
based index provider in the world, with powerful 
capability to realize complex index concepts backed 
by the largest pool of derivatives data and 
supplemented with proprietary pricing algorithms.

Cboe Global Indices is driven to making derivatives 
exposure accessible.

Mission

450+ Derivative-Based Indices

60+ Equity Indices

200+ Intraday Indicative Value Calculations
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Validus is a leading specialist in market risk management, fund finance and customised technology 
solutions.

We deliver practical solutions to institutional investors, fund managers and portfolio companies around the
world, drawing on deep market insight, strategic expertise and industry-leading analytics. Our team works 
with clients globally, in a tailored way that complements their own resources.

Our capital markets group focuses in particular on best execution and investment solutions & products:

 Systematic Overlays

 Investable indices

 Customized hedging solutions

10

Validus

About Validus

5
Offices 
Globally

130+
Clients 
Worldwide

50+
Banking 
Relationships

4,000+
Trades Executed 
Every Month
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Challenges in Traditional Asset Classes

The Fed has rapidly raised the Fed funds rate to fight red-hot inflation rates at the expense of equity and bond asset class returns. 

Despite a strong YTD return in equities, the S&P 500 has been down 12% since 2021.

The Bloomberg Aggregate Bond Index has dropped 19% in the same period.

The traditional 60/40 allocation has stalled after years of impressive performance.

Source: Cboe Global Markets, FactSet. Data from 12/31/2021 to 10/31/2023. Past performance is not indicative of future results.
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Seeking Return from Volatility Premium

Sellers of options often prefer market regimes in which implied volatility exceeds subsequent realized volatility.

Source: Cboe Global Markets, FactSet. Data from 01/04/2021 to 10/31/2023. Past performance is not indicative of future results.
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Mechanics
• Selling put options

• Holding an amount of cash sufficient to purchase the 
stock should the option be exercised 

Potential Outcome
• If the stock’s price remains above the strike, the 

investor keeps the premium as profit

• If the stock’s price goes below the strike, the 
investor is obligated to buy the stock at strike price

General Usage
• Participation in equity market through options

• Overlay cash portfolio with equity exposure

• Generate steady income 

• Potential to purchase stocks at discount price

Risks
• Declining stock price

• Opportunity cost

Cash Secured Put Write Strategy

Tailwind for Put Write Strategies 

• Cash is paying a healthy interest rate, reducing 

opportunity cost.

• Elevated implied volatility offers rich option premium. 

• Declining equity market may create opportunities to 

purchase stocks at discounted prices.

• A put-write strategy tends to outperform in a range-

bound, down or slightly up market.

Tailwind
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Mechanics
• Selling at-the-money SPX put options

• Holding 1- and 3-month Treasury bills sufficient to 
purchase the index should the option be exercised

• Rolls monthly on expiration date 

Objectives
• Offering exposure to SPX

• Collecting premium

Cboe S&P 500 PutWrite Index (PUT)

Cboe’s Approaches to Put Write Strategies 

Cboe Validus S&P 500 Dynamic PutWrite Index 
(PUTD)

Mechanics
• Selling a basket of in-the-money SPX put options

• Holding 1-month Treasury bills sufficient to purchase 
the index should the option be exercised

• Dynamically determines put strikes using implied 
volatility surface 

• Rolls on five days every month

Objectives
• Offering exposure to SPX

• Collecting premium

• Adapting to changing market volatility

• Reducing path dependency
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Historical Performance

Source: Bloomberg and Validus Macro Strategies. Data from 01/03/2021 to 10/26/2023. Past performance is not indicative of future results.
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New Robust Strategies: Cboe Validus S&P 500 Dynamic Strategies

Reduce the path 
dependency of the 
strategy to specific 

events and daily effects 
in the market

Establish a long 
exposure to the 
index while in a 
range bound & 

reasonably bullish 
market benefiting 

from premium

The Dynamic PutWrite Strategy 
adds dynamic rule-based 
features to a systematic 
overwrite Strategy which can 
significantly improve its risk-
adjusted return

The Dynamic PutWrite Strategy 
selects the strike of the put 
options which are sold in the 
context of the volatility regime 
and levels

The Strategy mitigates the 
impact of path dependency by 
initiating the sell of put option on 
each of the days of the week 
prior to a S&P 500 option expiry 
and rolling them

Additional exposure 
after a sell off to  
benefit from a 

potential strong 
market rally after a 

sell-off

DYNAMIC PUTWRITE CHARACTERISTICS
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Passive PutWrite Strategies

Existing option overwrite strategies are generally “passive” in nature, for instance:

• Puts are sold at a fix frequency or given day of the week.
• The selected put strike is constant: at-the-money or 2% out-of-money.

However, the performance of a put write strategy depend inherently on:

• The volatility regime and the level of implied volatility: because the premium of the sold put depends on it.
• The price behavior of the market: a range bound market versus a trending market.

Trending market PUTSM index likely underperforms S&P 500 Range-bound market PUTSM index likely outperforms S&P 500

Source: Bloomberg.
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Cboe Validus Dynamic Strategies: Enhanced Outcome Strategies

Source: Bloomberg and Validus Macro Strategies.

Cboe Validus Dynamic strategies are designed to be viewed as an “Enhanced Outcome” strategy. This means 
these strategies:

A. Provide a continuous long position exposure to the S&P 500

B. Use the premia collected via the dynamic approach to outperform the underlying over medium to long time horizon,
in particular:

• Outperform the underlying in episodes of market sell-off.
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Cboe® Validus Dynamic PutWrite Index: Enhanced Outcome Strategies

Source: Bloomberg and Validus Macro Strategies.

The Dynamic PutWrite Index has historically outperformed the S&P500 in periods where the S&P500 had an annual 
return of 12% or less.

This potential outperformance can for instance allow investors to have more flexibility in managing their asset allocation 
during market sell-offs in particular.
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Cboe® Validus S&P 500® Dynamic PutWrite Index

A review of the performance and characteristics of the Cboe Validus S&P 500 Dynamic PutWrite Index 
highlights that:

• Jan 2006 to Oct 2023: PUTD Outperforms both PUT and SPX from a risk-adjusted return perspective (0.52 vs 0.47 and 
0.36 resp.)

• Higher annualized return compared to either strategy as well (8.64% vs. 6.74% and 7.29% resp.)
• The Dynamic strategy’s drawdown was noticeably less pronounced than the S&P 500. The time under water is also 

noticeably shorter than the S&P 500 price index.

• 95.2% daily return correlation with SPX.

• Upside/Downside Capture Ratio of 1.2x
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Cboe® Validus S&P 500® Dynamic PutWrite Index

Source: Bloomberg and Validus Macro Strategies.

The Cboe Validus S&P 500 Dynamic PutWrite Index has a long-term correlation of 95% with the S&P 500. 
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Cboe® Validus S&P 500® Dynamic Put Write Strategy

Source: Bloomberg and Validus Macro Strategies.
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Cboe® Validus S&P 500® Dynamic Put Write Strategy

Source: Bloomberg and Validus Macro Strategies.
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Cboe® Validus S&P 500® Dynamic Put Write Strategy

Source: Bloomberg and Validus Macro Strategies.
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Cboe® Validus S&P 500® Dynamic Put Write Strategy

Source: Bloomberg and Validus Macro Strategies.
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Cboe® Validus S&P 500® Dynamic Put Write Strategy

Source: Bloomberg and Validus Macro Strategies.
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Efficient Frontier, Indices (01-2006 to 10-2023)

Source: Bloomberg and Validus Macro Strategies.
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Efficient Frontier

Source: Bloomberg and Validus Macro Strategies.

In the popular 60/40 (Equity/Bond) and 50/30/20 (Equity/Bond/Commodity) allocations, PUTD outperforms 
S&P 500 over the last 18 years. 

• For this comparison we use TLT for Bonds and RICIGLTR for Commodities, rebalancing when allocations slide by 
more than 1%
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Comparable Products (05-2020 to 10-2023)

Source: Bloomberg and Validus Macro Strategies.
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Drawdown Characteristics

Source: Bloomberg and Validus Macro Strategies.

PUTD outperforms S&P500 on key drawdown metrics as well.

• A smaller maximum drawdown of -45% compared to -57%.
• 43% shorter time underwater of 776 days compared to 1375 days.
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Cboe® Validus S&P 500® Dynamic PutWrite Index

Source: Bloomberg and Validus Macro Strategies.

After a strong bullish market over the 

past several years, it may be more 

important now than ever to consider 

the impact that a range-bound or down 

market could have on one’s overall 

portfolio. The Dynamic PutWrite 

Strategy allows investors to maintain a 

long market exposure, while potentially 

decreasing volatility and drawdown as 

compared to investing in the underlying 

index and may provide greater 

protection through downturns.
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Discussion and Q&A

YOUR QUESTIONS AND COMMENTS   |  Submit via the Q icon

TOPICS
• Introducing the Cboe Validus® S&P 500® Dynamic PutWrite Index (PUTD) and the Cboe Validus S&P 500 Dynamic 

Call BuyWrite Index (CALD)
• Rules-based Dynamic Strategies with Outperformance in Past Bearish to Slightly Bullish Markets
• Regular Income Generation with Option-Writing to Help Smooth Out Portfolio Returns 

SPEAKERS
• Kambiz Kazemi and Berlinda Liu

MORE INFORMATION

• Click on the Handouts icon on your screen    

• Webinar replays and upcoming webinars www.cboe.com/insights/webinars

• Options Education - www.cboe.com/education

• White Papers - www.cboe.com/education/research

• Cboe Blogs – www.cboe.com/insights

THANK YOU to the speakers and attendees!

http://www.cboe.com/insights/webinars
http://www.cboe.com/education
http://www.cboe.com/education/research
http://www.cboe.com/insights
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