
 

 

 

 
Source: Bloomberg, as of 15 June 2018.  
 
 
 
 
 
 
 
 
 
 
The UMAX total return was 3.05% between 18 May 2018 and 15 June 2018 (“June Option Period” or “June Period”). The 
S&P 500® Index (the “S&P 500” or “Index”) had a total return of 3.38%, in AUD terms.  The Index returned 2.57% in U.S. 
dollar terms.  The June Option Period was much quieter than the May Period, with the Index trading in a tight range 
during the May portion of the Period, and a steady increase during the month of June, with the Index closing near its 
highs.  The 20 day realized volatility was below 10 for the period, the first time we have seen that since the CBOE VIX 
Index spiked in early February.  Most sectors performed well during the period, with the exception of Financials and 
Energy related stocks.  Crude oil was the big loser during the June Period, with the 1-month NYMEX Crude Future losing 
8.8%.  Growing fears of a trade war seemed to hurt emerging markets and commodity related assets, while helping to 
boost the U.S. dollar.  As volatility continues to head lower, this becomes a more difficult environment for the covered 
call strategy as premiums and upside potential is reduced.  The 1-month options volatility closed lower to 8.6% on 15 
June 2018, the third consecutive drop and the first time the volatility has been below 10 since the January Period.  The 
new July 2018 options were written with approximately 95% coverage, 1.6% out-of-the money and to an initial portfolio 
delta of -0.27.    
 
 

Information Technology (Index weight: 26.2%) 
Information Technology soared once again, charging 
4.6% higher in the June Period. Internet and 
semiconductor names were standout performers with 
names like Broadcom (“AVGO”) and Twitter (“TWTR”) 
powering ahead by 14.5% and 40.4% respectively.   
Advanced Micro Devices (“AMD”) jumped 25.7% on big 
improvements in year-over-year revenue.  Overall the 

technology sector has been on an impressive run, 
accounting for the bulk of the S&P500 gains in 2018.  
 
Financials (Index weight: 14.0%) 
The Financial sector has been weak of late and again slid 
lower by -1.5% in the June Option Period.  Despite less 
regulation and stronger bank profits, the flattening yield 
curve may have begun to worry investors.  Banks tend to  
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NAV per unit (June 15) $19.3195 
NAV per unit (May 18) $18.7468 
  

MAY Option Period Returns 
UMAX Total Return 3.05%   
S&P 500 Total Return 3.38%  
Over (Under) Performance -0.33% 
  

June Options at Inception  

1-Mth Implied Vol. 10.4% 
Portfolio Delta -0.25 

% Portfolio Written 97% 

  

July Options at Inception  

1-Mth Implied Vol. 8.6% 
Portfolio Delta -0.27 

% Portfolio Written 95% 

  

Distribution Per Unit History (by ex-date) 

2 July 2018 $0.2706 

2 April 2018 $0.2386 

2 January 2018 $0.1688 

2 October 2017 $0.1711 



 

 
borrow at the short end and lend at the longer end – the 
narrowest 2 to 10 year yield spread in a decade may 
prove challenging for lenders. Morgan Staley (“MS”) and 
Schwab Corp (“SCHW”) fell by more than 5% each in the 
period. Only 25 of 68 financial companies in the Index 
moved higher in the period.   
 
Real Estate (Index weight: 2.7%) 
The Real Estate sector traded 3.6% higher during the June 
Option Period, which represented a second consecutive 
winning month for the sector.  Investors reconsidered the 
demise of bricks and mortar retail and pushed mall owner 
Kimco (“KIM”) up 17.4% higher in the Period.  
 
Healthcare (Index weight: 14.1%) 
The Healthcare sector performed very strongly, moving 
up by 2.9% in the June Period.  Within the sector there 
were winners and losers, but predominantly large 
winners such as Align Technology (“ALGN”) and Abiomed 
(“ABMD”) up 21.7% and 15.4% respectively.  Nektar 
Therapeutics (“NKTR”) plunged -32.2% in response to 
disappointing cancer drug news.   
 
Consumer Discretionary (Index weight: 13.3%) 
The Consumer Discretionary sector blasted off in one of 
the most impressive sector performances we have seen 
in years.  Internet juggernaut Netflix (“NFLX”) and retail 
stalwart Foot Locker (“FL”) helped to push the sector up 
7.1% during the June Option Period.  Ralph Lauren (“RL”), 
Tripadvisor (“TRIP”) and Tiffany & Co (“TIF”) each surged 
by between 20% and 30% apiece in the period.  Only 11 
of 81 discretionary names fell in the period. 
 
Industrials (Index weight: 9.8%) 
The Industrial sector traded unchanged in the June 
Option Period.  Airline names fared well as Alaska Air 
Group (“ALK”) and United Continental Holdings (“UAL”) 
rose 8.3% and 8.0% respectively.  Diversified machinery 
names suffered however with 7 of 8 constituents falling 
in the period.   

 
Consumer Staples (Index weight: 6.8%) 
The Consumer Staples sector joined the party and 
powered higher by 4.5% during the June Option Period.  
Beverage names soared as Pepsico (“PEP”), Monster 
Beverage Corp (“MNST”) and Molson Coors (“TAP”) rose 
10.4%, 14.1% and 12.7% respectively. 
 
Energy (Index weight: 6.0%) 
The Energy sector finally cooled as crude oil retreated by 
-8.8% in the June Period. Energy stocks fell across the 
board with only 5 of 31 constituent names managing a 
gain.  Halliburton (“HAL”), Concho Resources (“CXO”) and 
Cimarex Energy (“XEC”) all fell by greater than -13% 
apiece in the June Option Period.  
 
Materials (Index weight: 2.6%) 
Despite consistent volatility throughout the period, the 
Materials sector was unchanged in the June Option 
Period.  Chemical names diverged with Albemarle Corp 
(“ALB”) falling -11.0% and CF Industries (“CF”) rallying 
7.8% in the period.  
 
Telecommunication Services (Index weight: 1.8%)  
The Telecommunication sector rose 1.7%.  AT&T Inc. 
(“T”) managed a slight rebound following the prior 
month’s drubbing, moving higher by 3.4% in the June 
Option Period.  
 
Utilities (Index weight: 2.7%) 
The traditionally defensive Utilities sector also managed 
to perform well in the June Period, rising 1.7%.  Sempra 
Energy (“SRE”) rose dramatically on June 11 on activist 
investor interest.   Sempra ultimately rose 9.8% in the 
period. 
  
The Fund’s equity exposures continue to be obtained 
indirectly via its holding of one or more US-listed 
exchange traded funds. 
  


