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Hedging 

• Buy put options 

- In a greater quantity than sold 

- Approximately 30% to 50% more long puts than short at all mes 

• Puts are laddered for various market outcomes to the downside 

- Strike distances from -10% to -25% 

• Amount typically spent on hedging annually: 

- Low volatility (VIX <18): 100 bps 

Mid vola ·I~y (VIX 18-25): 130-150 bps 

- High volatility (VIX 25+): 170-200 bps 

• The primary objective of the hedging pc>Sllions is lo prolect the stralegy from 
a short-term equity-market crash 

- Defined as a decline of 10% to 15% in less than 5 days 

ml P«:111 zone a.- zone 

§ ! ., I! 
"- p X 2.150 w 
;;; #I 
i ~ ... 

! 
.5 

lon!iJM -~ 
1.720 
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Date Gross Long (%) Gross Short (%) Net Delta (%) 

12/21/2018 133.99% -39.03% 94.96% 

12/24/2018 165.21% -40.55% 124.66% 

12/26/2018 115.00% -31.40% 83.60% 

12/27/2018 118.02% -31.08% 86.95% 

12/28/2018 103.88% -22.27% 81.62% 

12/31/2018 83.76% -9.07°/4 74.69% 

Date Gross Long (%) Gross Short (%) Net Delta (%) 

12/21/2018 120.99% -39.03% 81.96% 

12/24/2018 140.21% -40.55% 99.66% 

12/26/2018 84.00% -31.40% 52.60% 

12/27/2018 82.02% -31.08% 50.95% 

12/28/2018 66.88% -22.27°/4 44.62% 

12/31/2018 46.76% -9.07°/4 37.69% 
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Grid Actual GrldAoreed 

VIX Net Alpha VIX Net Alpha 

<15 550 <15 450-500 

15 to 20 650 15 to 20 500 

20to 25 750 20to 25 600 

25to 30 800 25to 30 700 
>30 800-1000 >30 750-1000 
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Structured Alpha capacity 
A of June 30, 2018 

Currell( UII 1ut1on 

1'1 

0 
Slrll"lnd~ 

2SM50 

ITII y l 01 IC plCII)' R 1111ln1ng 

8truelur d Alpha 500 bn $0 
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