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MANAGER PANEL DISCUSSION
Managers’ views on volatility, risks, returns and what lies ahead
Will Bartlett, Parallax Volatility Advisers
Jerry Haworth, 36 South Capital Advisors

Benjamin Clerget, BTG Pactual

Moderator: Chris Watling, Longview Economics



What has changed the most in options trading over the past year?

Less liquidity —42%

33%

Dealers not comitting capital

Wider spreads I 17%
More weeklies [N 17%

- v v

Fading markets N 179> Liquidity

: challenges are

Lack of prop impacting liquidity I 13% > hampering
- institutional
Liquidity fragementation [N 8% » trading of options

More reliant on tech [ 8%

Better algos I 8%

Centralized execution capabilities F 8%

Source: TABB Group




$0.40 - Jan-13 to Dec-14:

' 112% increase
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Pan Asset Class Rolling Three Year Weekly Correlation

Proxies are: S&P500, USGG10, DXY, CCI
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US 10 Year Treasury, S&P 500 Rolling 52 Week Correlation

Sources: Standard & Poors, Bloomberg
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SX5E-SPX Volatility Spread
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ipr 12 Jull2 Oct 12 Jan 13

Apr 13

Series Quantiles & Percentile Ranking

Cur. %-ile
Val. Rank 5% 25% 50% 75%

292 4185 147 24 321 451
329 2080 190 3.84 5.90 8.14

95%
6.77
11.36

Source: Deutsche Bank estimates and calculations
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Legend:

Source: eDerivatives.db.com, 13 April 2015
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SX5E-SPX 3 months 95% implied volatility spread
SX5E-SPX 3 months realized volatility spread



Carry Profit from SX5E-SPX Volatility Spread
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\pr 12 Jull2 Oct 12 Jan 13 Apr
Series Quantiles & Percentile Ranking
Cur. Y%-ile
Val. Rank 5% 25% 50% 75% 95%
“ 037 1671 -086 086 226 377 681

Source: Deutsche Bank estimates and calculations
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Legend

w51 ((_STOXX50E 3M-Maturity Realized Volatility) - (. SPX 3M-Maturity Realized Volatility}) - (. STOXX50E 3M-Maturity 95%-

Strike Implied Volatility) - (.SPX 3M-Maturity 95%-Strike Implied Volatility)) (RHS)

Source: eDerivatives.db.com, 13 April 2015




What drives it?
The stage in cycle

Moodys Baa Corporate bond spreads (i.e. credit risk premium) vs S&P500 realised

volatility
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Source: Reuters EcoWin, Longwiew Economics

Twitter: LongviewEcon
LinkedIn Group: Longview Economics — all welcome Website:
www.longvieweconomics.com 5 May 2015



Corporate Sector — not as strong as people suppose
Corporate Sector:
Increasingly cash flow poor

US corporate sector (non financial): Cashflow ' _
Earnings less Cashflow Uses US corporate financing gap (as % of GDP)
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