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Van Hulzen’s Covered Call Strategy: Reaching The Efficient Frontier

Brief Trip Back To Finance 101

Efficient frontier theory, introduced by Nobel Laureate Harry Markowitz in 1952, is a way of looking at investments on a
risk-adjusted basis. Simply put, the efficient frontier can be described as the maximum “bang” a portfolio can get for its
“buck” at different risk levels. More specifically, it is the set of optimal portfolios that offer the highest expected return
for a defined level of risk or the lowest risk for a given level of expected return. Portfolios that lie below the efficient
frontier are sub-optimal because they do not provide enough return for the level of risk.
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In reality, very few portfolios sit on the efficient frontier because human emotions are involved in investing, and people
often take either too much risk or not enough risk to optimize their performance. And, of course, many active managers
under-perform their benchmarks.

Reaching The Efficient Frontier

As you know by now, our approach to investing incorporates rigorous risk management, and our strategy is designed to
beat the “market line” and push up towards the efficient frontier. Consider two periods of time: the last 20 years and last
10 years, charted below. We launched our strategy in January 2002, so all performance is actual. Data is through July 31,
2022.
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20 Years
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Some Key Observations:

The 20year chart appears very orderly and intuitive, as it includes several bull markets and several bear markets.
Generally speaking, the more risk investors took, the more they could expect to earn. Small caps did the best.

The 10year chart is more complicated and speaks to the “risk-on” environment that was encouraged by recent Fed
policy. Large caps out-performed small caps over the past 10 years, as (long duration) big tech dominated all other
asset classes. Also, high yield bonds had a lower standard deviation than investment grade bonds (!!), and the risk
averse precious metals basically returned zero. The past 10years were unlike an decade we've ever seen.

Our strategy delivered a very strong risk-adjusted return in both periods, plotting well above the market regression
line.

Our 20year standard deviation comes in lower than all categories except T-bills and investment grade bonds. And our
10year standard deviation is lower than all categories except T-bills.

Our strategy also offers the highest yield of any category presented. We target 6-8% vyield but are getting yields closer
to double digits with today’s elevated market volatility.

We believe quality, income and protection are more important now than ever. And we are seeing more and more interest
in our strategy as a fixed income alternative. We believe this makes a lot of sense, as our risk profile is actually lower than

high yield bonds, and we do not tolerate credit risk (our average credit rating is Single A versus B+/BB- for the high yield
bond index).

Whether you see us as a hedged equity solution or a fixed income alternative, we welcome your inquiry.
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Our Strategy Has The Same Long Term Risk Profile As High Yield Bonds, But With 2.3% Higher

Annual Returns And None Of The Credit/Default Risk

Note: There is no assurance that the Strategy will achieve its investment objectives. The use of covered call strategies does not ensure
profits or guorantee against losses. VAM returns ore presented gross of fees.

3of4



Van Hulzen Covered Call Strategy

The Van Hulzen Covered Call strategy invests in US companies that we consider to have high shareholder yield (dividends
and share repurchases) and uses call options with the goal of reducing portfolio volatility and creating incremental
income. The goal is a portfolio that has equity exposure while seeking higher than average annual income (target of 6-8%
annual), although there is no guarantee that the strategy will achieve its objective, generate profits or avoid losses. Below
you will find the graph of the Van Hulzen Covered Call Strategy and the Covered Call Index BXM.

Covered Call Strategy Performance (gross as of 08/31/2022)
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Returns (annualized)* Aug 2022 3M 6M YTD 1Year 3Years 5Years 7Years 10Years Inception
Van Hulzen (Gross) -2.6% -3.7% -5.7% -8.7% -8.7% 3.1% 3.9% 5.4% 6.5% 7.4%
Van Hulzen (Net) -2.6% -3.9% -6.0% -9.0% -9.2% 2.5% 3.3% 4.8% 5.8% 6.5%
BXM -4.8% -3.9% -83% -11.2% -6.6% 3.0% 3.5% 5.3% 5.6% 5.1%
Difference (Gross-BXM) 2.2% 0.2% 2.6% 2.5% -2.1% 0.1% 0.3% 0.0% 1.0% 2.3%

*Inception date : 12/31/2001. Figures greater than one year are annualized. Van Hulzen returns represent actual returns from
composite of accounts

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 advice 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. Indices 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 designed to track the performance of a hypothetical buy-
write strategy on the S&P 500 Index. The BXM is a passive total return index based on (1) buying an S&P 500 stock index portfolio, and
(2) "writing" (or selling) the near-term S&P 500 Index (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-0304-22
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