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Disclaimers
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*The information contained in this presentation is provided for informational and educational purposes only, and nothing contained herein 
should be construed as investment advice, either on behalf of a particular security or an overall investment strategy. Neither Nasdaq, Inc. nor 
any of its affiliates makes any recommendation to buy or sell any security or any representation about the financial condition of any company. 
Statements regarding Nasdaq-listed companies or Nasdaq proprietary indexes are not guarantees of future performance. Actual results may 
differ materially from those expressed or implied. Past performance is not indicative of future results. Investors should undertake their own 
due diligence and carefully evaluate companies before investing. ADVICE FROM A SECURITIES PROFESSIONAL IS STRONGLY ADVISED.  For the 
sake of simplicity, the examples included do not take into consideration commissions and other transaction fees, tax considerations, or margin 
requirements, which are factors that may significantly affect the economic consequences of a given strategy. An investor should review 
transaction costs, margin requirements and tax considerations with a broker and tax advisor before entering into any options strategy.

Options involve risk and are not suitable for everyone. Prior to buying or selling an option, a person must receive a copy of Characteristics and 
Risks of Standardized Options. Copies may be obtained from your broker, one of the exchanges or The Options Clearing Corporation, One North 
Wacker Drive, Suite 500, Chicago, IL 60606 or call 1-888-OPTIONS or visit www.888options.com. Any strategies discussed, including examples 
using actual securities and price data, are strictly for illustrative and education purposes and are not to be construed as an endorsement, 
recommendation or solicitation to buy or sell securities.

http://www.888options.com/


Topics

1. Intro: Downside Protection Makes So Much Sense Right Now
2. Spotlight: Downside Protection Made Easy with Index Puts
3. Spotlight: Buy-and-Hold 2.0—Alternative to Asset Allocation
4. Q&A

Disclaimer: 
Adaptive Investment Solutions LLC is not a broker/dealer. Investment advice is offered 
through Adaptive Advisers LLC, a SEC-registered advisor which is affiliated with Adaptive 
Investment Solutions LLC. Adaptive Advisers LLC is not the guarantor of any downside 
protection. Check the background of Adaptive Advisers LLC on FINRA BrokerCheck.
2023 © Adaptive Investment Solutions LLC
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“Buy protection when you can, 
not when you ‘have’ to”. 
Avoiding poor (emotionally 
driven) decisions can be more 
important than making savvy 
ones. 
Relatively low macro volatility 
with very unusual skew dynamics. 
Most rate hiking cycles end in 
recession. Some resolve in 
financial crisis (1974, 2000, 2008).

Why Now & Why With Options
Any stock, options or futures symbols displayed are for illustrative purposes 
only and are not intended to portray recommendations, or an invitation or 
inducement to trade a particular financial instrument or to engage in an 
investment activity. There is a substantial risk of loss in trading futures and 
options. Past performance is not indicative of future results.

mailto:https://www.nasdaq.com/articles/rate-hikes-returns-and-recessions
mailto:https://www.nasdaq.com/articles/rate-hikes-returns-and-recessions


Stock Market Down 10% or More Once a Year
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Any stock, options or futures symbols displayed are for illustrative purposes 
only and are not intended to portray recommendations, or an invitation or 
inducement to trade a particular financial instrument or to engage in an 
investment activity. There is a substantial risk of loss in trading futures and 
options. Past performance is not indicative of future results.



Downside Protection Made Easy and Cost Effective with 
Index Options
Problem:
• Equity index options are underutilized in the retail market …
 for risk management.
• Cost of hedging a diversified portfolio with index puts is lower than buying 

puts on individual names… but how?
• Trading option is complex, technical and error prone.

Solution:
• Leverage quant finance and computing technology to automate, streamline 

and simplify options strategy.
• Simplified and cost effective option strategies are suitable for wealth 

advisors, their clients and individual investors.
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Spotlight on… 

“Know Your Options”

—Hedging Made Easy 
with Index Options
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Know Your Options: Index Puts

Most Liquid:
• NDX (XND), Nasdaq 100, Nasdaq
• SPX (XSP), S&P500, CBOE
• RUT (MRUT), Russell 2000, CBOE

Also Available:
• MSCI Global Indexes (CBOE)
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Any stock, options or futures symbols displayed are for illustrative purposes 
only and are not intended to portray recommendations, or an invitation or 
inducement to trade a particular financial instrument or to engage in an 
investment activity. There is a substantial risk of loss in trading futures and 
options. Past performance is not indicative of future results.
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What is the Nasdaq-100 Index (NDX)?

• The companies in the NDX include 100+ of the largest domestic and international non-financial companies.
• NDX/S&P 500 Correlation (10 Years)   NDX Monthly Options Volume (5 Years)

NDX has high exposure (weighting) to the companies that continue to change the world 
(many generating significant cash flows).

Nasdaq-100 Micro Index XND tracks the NDX with 1/100th the notional exposure of the full-sized index.

Volumes Growing

(More Quickly than SPX)NDX Highly Correlated

to SPX

Any stock, options or futures symbols displayed are for 
illustrative purposes only and are not intended to portray 
recommendations, or an invitation or inducement to trade a 
particular financial instrument or to engage in an investment 
activity. There is a substantial risk of loss in trading futures and 
options. Past performance is not indicative of future results.



NDX is A “Magnificent” Hedge
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Risk Contribution (% of Total Portfolio Risk) 
Equal-Weight Magnificent 7 Portfolio 

Market (NDX) Idiosyncratic Diversified

Portfolio Annual Volatility 32.5%
Market (NDX) Contribution 30.0%
beta 1.2

Total from Idiosyncratic Risk       2.5%

Total Risk Reduction 
          (due to diversification) 8.5%

Any stock, options or futures symbols displayed are for illustrative purposes 
only and are not intended to portray recommendations, or an invitation or 
inducement to trade a particular financial instrument or to engage in an 
investment activity. There is a substantial risk of loss in trading futures and 
options. Past performance is not indicative of future results.



Hedging with Index is Cost Effective
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Any stock, options or futures symbols displayed are for illustrative 
purposes only and are not intended to portray recommendations, 
or an invitation or inducement to trade a particular financial 
instrument or to engage in an investment activity. There is a 
substantial risk of loss in trading futures and options. Past 
performance is not indicative of future results.
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Historical Backtest of “Magnificent 07”
Any stock, options or futures symbols displayed are 
for illustrative purposes only and are not intended to 
portray recommendations, or an invitation or 
inducement to trade a particular financial instrument 
or to engage in an investment activity. There is a 
substantial risk of loss in trading futures and options. 
Past performance is not indicative of future results.



Offset Protection Cost with Covered Calls
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Any stock, options or futures 
symbols displayed are for 
illustrative purposes only and 
are not intended to portray 
recommendations, or an 
invitation or inducement to 
trade a particular financial 
instrument or to engage in an 
investment activity. There is a 
substantial risk of loss in 
trading futures and options. 
Past performance is not 
indicative of future results.



Covered Calls on Magnificent 7
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Any stock, options or futures symbols displayed are for illustrative purposes 
only and are not intended to portray recommendations, or an invitation or 
inducement to trade a particular financial instrument or to engage in an 
investment activity. There is a substantial risk of loss in trading futures and 
options. Past performance is not indicative of future results.



Spotlight on… 

“Know Your Options”

—Alternative to 
Buy-n-Hold Asset Allocation
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Traditional “Buy-n-Hold”

For Buy-and-Hold investors, risk management means owning less Stocks!
• Balance funds: asset allocation with fixed Stocks/Bonds ratio, rebalanced 

monthly or quarterly.
• Glide path: Stocks allocation decline overtime as we approach retirement 

or with age.

Draw-backs of Traditional Asset Allocation Strategies:
• These are “Active” strategies: rebalancing entails market risk and has tax 

consequences.
• Manage downside risk by giving up equal portion of upside potential.
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Buy-and-Hold 2.0

Alternative to Asset Allocation

• Own 100% stocks 
• Use downside protection (put buying or Adaptive Shield) to manage downside risk.
• 10% downside protection equivalent to 50/50 Asset Allocation (12% ≈ 60/40) [Update this rule of thumb 

with QQQ+Agg]

Advantages of Buy-and-Hold 2.0

• Passive buy-and-hold of stock portfolio
• Consistently buying puts are no more onerous than rebalancing
• Tax consequences are likely to be small or positive as we anticipate payoff of protection to be offset by costs 

that are deductible as investment losses
• Maintain exposure to the upside
• Turn negative compounding on its head: when market is down, re-invest payoff to boost positive 

compounding when market rebounds

17

Any stock, options or futures symbols displayed are for illustrative purposes 
only and are not intended to portray recommendations, or an invitation or 
inducement to trade a particular financial instrument or to engage in an 
investment activity. There is a substantial risk of loss in trading futures and 
options. Past performance is not indicative of future results.



Backtest 60/40 AA and Buy-and-Hold 2.0 Alternative
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Shield Pay-out

Traditional: Stocks/Bonds

Buy-and-Hold 2.0
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Cumulative Return of Traditional Stocks/Bonds Balanced Portfolio 
(60/40 QQQ/AGG) and Buy-n-Hold 2.0 Alternative

QQQ

*See Nasdaq disclaimer on slide 2

Any stock, options or 
futures symbols 
displayed are for 
illustrative purposes 
only and are not 
intended to portray 
recommendations, or an 
invitation or inducement 
to trade a particular 
financial instrument or 
to engage in an 
investment activity. 
There is a substantial 
risk of loss in trading 
futures and options. 
Past performance is not 
indicative of future 
results.



Buy-n-Hold 2.0 Backtest
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Ave Equivalent Protection Level ~ 86% for 3 months
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Shield Cost Shield Pay-out Ave Protection Level

*See Nasdaq disclaimer on slide 2

Any stock, options or futures symbols displayed are for illustrative purposes 
only and are not intended to portray recommendations, or an invitation or 
inducement to trade a particular financial instrument or to engage in an 
investment activity. There is a substantial risk of loss in trading futures and 
options. Past performance is not indicative of future results.



Our Corporate Partners

20



Q & A

Find adaptive at: Find Nasdaq at:

https://www.nasdaq.com/nasdaq-100-
options-xnd-nqx-ndx 
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https://adaptive-investments.com/

https://www.nasdaq.com/nasdaq-100-options-xnd-nqx-ndx
https://www.nasdaq.com/nasdaq-100-options-xnd-nqx-ndx
https://adaptive-investments.com/

