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In The Market For A Raincoat?  

Last month, the bull market in U.S. stocks celebrated a rare milestone by turning eight years old. The current bull market, 
defined by prices that continue rising without being interrupted by the 20% decline that would signify a bear market, began 
for the S&P 500 just over eight years ago, in the depths of the recession in 2009. Since then, the benchmark index has 
gained 249% over 96 months. This represents the second longest bull market since WWII, second only to the dot com 
bubble of the 1990s. According to Fortune, the average age of a bull market is 57 months. 
 
US stocks are currently sitting near all-time 
highs, and the S&P 500 Volatility Index’s (VIX) 
average level last quarter was its lowest since 
the fourth quarter of 2006. These low levels in 
the market’s “fear gauge” (30-40% below long 
term averages) have been known to breed 
feelings of complacency that can result in a 
market pullback. There is no question that some 
of the recent optimism has been fueled by 
Trump’s pro-growth agenda. And while we feel 
many of Trump’s policies would in fact benefit 
the stock market, our concern is that he will 
likely have a very difficult time pushing his 
agenda through Congress. The failure of the 
healthcare bill does not bode well for the 
prospects of serious tax reform in 2017, as such 
reform depended in part on savings from the 
healthcare bill.  
 

We are neither market timers nor market pessimists. 
Stocks are the best performing asset class available to 
investors, and we believe in market participation. 
However, we also believe it is prudent to manage your 
risks carefully. Covered calls allow us to participate in the 
equity markets while also hedging our exposure and 
shifting our focus away from (uncertain) price appreciation 
and towards (more certain) income. In short, covered calls 
are analogous to bringing a rain coat when you go outside. 
It may not rain, but if it does you will be very happy you 
came prepared.  
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Van Hulzen Asset Management has a proven track record of out-performing the market during down periods. And as a 
result, we don’t have to work as hard during up markets. Take the 2008 market crash, for example. It took 37 months for 
the S&P 500 index to make up its losses from this crash. But Van Hulzen’s covered call clients were break even after just 19 
months: 

 
We pride ourselves on managing downside 
risk. And as demonstrated by the following 
graphic from the PSN database, we are one 
of the best in the business in this regard. 
Most covered call managers have an upside 
capture ratio of 65-70%. However, downside 
capture ratios vary more widely. Van Hulzen 
is by far the leader in this area.  
 

 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
Van Hulzen Covered Call Strategy in Review and Outlook 
Our strategy gained 3.5% (gross) in Q1, compared to 6.1% for the S&P 500. Our current dividend yield is 2.4% and we are 
currently getting approximately 8.5% in annualized option premiums. The beta of the strategy is 0.55 relative to the S&P. 
 
The market’s performance was largely driven by Consumer Discretionary (AMZN +18.2%) and IT (Apple and Facebook both 

up 24%). The Energy sector lagged by 8%.  

 

Our investment process is focused on finding undervalued high quality stocks and selling call options to potentially enhance 

the total return and risk profile on each position. We believe that equity markets are likely to experience heightened 

volatility in the coming years. As covered call investors, we welcome back this higher volatility as it makes the total return 

performance less dependent on price appreciation.  
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The foregoing content reflects the opinions of Van Hulzen Asset Management and is subject to change at any time without 
notice. Content provided herein is for informational purposes only and should not be used or construed as investment ad-
vice or a recommendation regarding the purchase or sale of any security. There is no guarantee that these statements, 
opinions or forecasts provided herein will prove to be correct. Past performance is not a guarantee of future results. Indi-
ces are not available for direct investment. Any investor who attempts to mimic the performance of an index would incur 
fees and expenses which would reduce returns. All investing involves risk including the potential for loss of principal. There 
is no guarantee that any strategy will be successful. The CBOE S&P 500 BuyWrite Index (BXM) is a benchmark index de-
signed to track the performance of a hypothetical buy-write strategy on the S&P 500 Index. The BXM is a passive total re-
turn index based on (1) buying an S&P 500 stock index portfolio, and (2) "writing" (or selling) the near-term S&P 500 In-
dex (SPXSM) "covered" call option, generally on the third Friday of each month. The S&P 500 Index consists of 500 stocks 
chosen for market size, liquidity, and industry group representation. It is a market-value weighted index (stock price times 
number of shares outstanding), with each stock's weight in the Index proportionate to its market value. It is widely used as 
a benchmark of U.S. equity performance. It is not possible to invest directly in an index. FPAC-0141-17 

 
  

Note: There is no assurance that the Strategy will achieve its investment objectives. Writing call options can result in an option exercise 
and may cause shares to be “called away” and sold. The use of covered call strategies does not ensure profits or guarantee against losses. 
Past performance may not be indicative of future results.  


