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The Global Financial Crisis (GFC) of 2008-2009 fundamentally changed the way people 

invest. While most financial crises are caused by a temporary moment of hysteria over a single 

industry, the GFC was caused internally with the creation of Credit Default Swaps and Options 

(CDS/CDO) on mortgages. When these mortgage-backed securities failed, the general trust in 

the financial system came crashing down with it. This lack of trust and reliance on the markets 

caused great skepticism regarding volatility and risk, ultimately causing the average volatility 

and risk to drop into the historic lows that we can see today. In this modern era of low volatility, 

investors must find new ways to work with volatility and embrace calculated risk while still 

maintaining reasonable returns. This paper describes the many ways that risk has changed over 
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the past nine years and provides various methods of managing risk, specifically crash exposure, 

in the modern markets.  

The most common way to manage systemic risk in the modern economy is to utilize 

options. In Acadia’s article, they state that options are the most common and simple way to place 

a floor on an investment. We have seen this reflected in many hedge fund, mutual fund, and even 

company strategies. Oftentimes, companies that depend on commodities (such as waste 

management, oil, or shipping companies) will take some put options on natural gas and crude oil 

to ensure that they have some protection from volatile swings in commodity prices. Over time, 

however, companies have started to use options for more exotic purposes, and some may even 

use complex strategies to fund debt. One example of this is HNA Corporation, a large Chinese 

conglomerate that reaches into almost every domestic and many foreign industries. Their global 

shopping spree for new shell companies has catapulted their debt into dangerous levels, and to 

maintain a reasonable (although fragile) margin of safety on that risk, they have started to use 

complicated derivative collars to keep a revolving fund of coverage on that debt.  

With all of these new ways to use derivative and options to manage risk and exposure, 

many funds have utilized these to provide more safety to their investors. By using these options, 

funds may actually be skewing their earning potential downwards. These shifts may be because 

of the contract price that is inherent in most option contracts. Even if the contract is 

out-of-the-money at maturity (meaning that the investment whose risk the option is hedging is 

in-the-money), the earnings of that investment were found to be significantly impacted by the 

existence of an option hedging strategy. Depending on what type of investing and company that 

is taking an investment, however, options may make sense in order to ensure stable, but not 
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extraordinary, returns. For example, using options would not make sense for hedge fund that has 

a short time horizon because there is short term risk instead of long term, but for a trust or 

retirement fund that must have extremely stable returns with almost no risk, options would 

provide an excellent way to minimize the exposure to major, black swan crashes. In my own 

personal portfolio, options would not fit into the goals that I am attempting to accomplish. 

Although I work within a long time horizon, the nature of my investments and my young age 

negate the need to use such protective measures on my usually low-volatility investments. 

Finally, this white paper commented on something that I have always attempted to 

integrate into my own investments: behavioral economics. Since economics is far from a 

“perfect” science (because of its naturally human nature) and the world is in a new 

low-interest-rate environment, many things that could be explained with theoretical analysis 

cannot be explained anymore. To cope with these changes, the world now has to rely on some 

empirical evidence to gain a clear understanding of what actually happens in our economy. 

Although I do not currently have a deep understanding of behavioral economics, future research 

and investments will include behavioral analysis to more accurately value equities.  

Overall, this article provided insight into modern methods of risk and exposure 

management. The research that was included in this article helped me to change the way that my 

portfolio is structured (like decreasing diversification) and helped me better understand 

post-GCF methods of dealing with market, specifically crash, exposure. As I continue through 

ISM, this research will help me build a safe, yet profitable portfolio that is tailored to work with 

risk and embrace it as a systematic variable rather than fight against it like a monster that cannot 
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be controlled. By understanding the nature of these risks, I now have a greater understanding of 

both investment management and the economy as a whole. 
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CRASH RISK: HEDGERS VERSUS HARVESTERS 

Crashes are hardly black swan events, however, and in this piece we advocate for conscious 

management of the risk despite the analytical and institutional challenges. For hedgers, we 

consider post-global financial crisis (GFC) approaches to crash risk mitigation, focusing on 

options. We discuss their unique benefits, impediments to their use, and factors that should play 

into their evaluation as an institution- or context-specific solution. We also consider popular 

alternatives to outright hedging, including risk parity and managed volatility. For investors 

seeking risk premia to harvest, we discuss underwriting crash insurance by selling options, 

contextualizing the size of the associated return premium, explaining its relationship to market 

structure, and speculating on the potential impact of the changing regulatory environment. 

Investors likely already hold crash exposure through a variety of strategies, and they should 

consider whether they might do so more efficiently by selling options or volatility directly. 

Product development that has broadened access to volatility trading strategies presages the need 

for active, market-informed, options-based approaches to harvesting premia. 

 CRASHES: THEIR NATURE AND SIGNIFICANCE  

Though we may not want to admit it, crashes are not uncommon. While the best known include 

the GFC, 1987’s Black Monday, and the Great Depression, the U.S. equity market has long been 

punctuated by severe selloffs (Figure 1). This phenomenon is not limited to the U.S., nor to 

equities; for centuries, varied asset markets worldwide have suffered periodic crashes. The South 

Sea Bubble collapsed in 1720, Tulip Mania peaked in 1637, and there is evidence of debt crises 

in ancient Mesopotamia. Caused by deep-rooted investor behaviors and features of 
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market-related institutions, crashes are frequently triggered by the bursting of financial bubbles. 

Brunnermeier and Oehmke (2012) point to a combination of factors that lead to such bubbles, 

including 1) new technologies or financial innovation that cause initially justifiable asset price 

increases, 2) financial market distortions such as overly cheap leverage or moral hazard (e.g., 

central bank “puts”), and 3) lack of data to benchmark fundamental valuations. Once a sell-off 

starts, margin calls and other funding pressures, herd behavior, and mechanical de-leveraging 

strategies may exacerbate declines. Given such origins, it is not altogether surprising that we 

have not figured out how to prevent crashes. Deeply ingrained underlying pressures reappear in 

different forms as our markets and social and economic systems evolve. Measures aimed at 

preventing crashes often address only the most recently observed symptoms. Despite the creation 

of the U.S. Federal Reserve System in 1913, a raft of legislation from the Depression, and the 

implementation of market “circuit breakers” after Black Monday, we haven’t managed to 

eliminate sharp sell-offs and periods of enormous volatility, such as the “Flash Crash.” Crashes’ 

destructive impact is apparent in Figure 1, which highlights the severity of peak-to-trough losses, 

losses that took years or even decades to recover. Unsurprisingly, the market seems to attach a 

significant premium to crash risk, as suggested by several recent academic studies. Bollerslev 

and Todorov (2011), for example, conclude that nearly two-thirds of the 8% postwar equity 

premium is attributable to “rare disaster events.” Evidence of a material crash risk premium 

extends beyond equity market benchmarks. Investors appear to demand incremental expected 

returns to participate in a variety of assets and strategies where they incur risk of infrequent but 

large losses. Figure 2 illustrates this, showing that for benchmarks representing a variety of 

equity styles, investment grade and high yield credit, as well as event driven, merger arb, and 
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carry hedge fund strategies, more negative skews are associated with higher Sharpe ratios.3 This 

suggests that differences in returns across seemingly diverse strategies may boil down to their 

varied exposure to crashes. To sum up, crashes are hardly black swan events. Investors would be 

wise to prepare for them and to recognize that they are likely the source of a substantial portion 

of risky assets’ expected returns. As a result, modulating crash risk should be a first-concern. For 

some this means hedging, and for others, it means harvesting associated risk premia. How much 

exposure do you want, and what is the most efficient and transparent way to obtain it? Other 

studies that provide evidence for the materiality of crash risk’s contribution to the equity 

premium include Pedro Santa-Clara and Yan, Shu, “Crashes, Volatility, and the Equity Premium: 

Lessons from S&P 500 Options,” The Review of Economics and Statistics, 92(2), (May 2010): 

435-451; Robert Barro, “Rare Disasters and Asset Markets in the 20th Century,” The Quarterly 

Journal of Economics, 121, no. 3, (August 2006): 823-866; and Mark Broadie, Chernov, 

Mikhail, and Johannes, Michael, “Understanding Index Option Returns,” Review of Financial 

Studies, Volume 22, Issue 11, (2009). 4493-4529. 3 Roughly speaking, a returns distribution that 

exhibits higher probability of large losses than large gains would be called negatively skewed. 

Sharpe ratio is a measure of risk-adjusted returns where the selected measure of risk, standard 

deviation, provides no information about the asymmetry of the returns distribution. 

Diversification has long been a central tenet of portfolio risk management. Heading into the 

GFC, new alternative investment strategies, markets, and asset classes seemed to expand 

opportunities to diversify. Strategies were crafted, securities priced, and leverage extended using 

assessments of interrelationships based on normal market conditions. But the GFC was a painful 

reminder that diversification does not always protect investors during an extreme selloff. 
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Strategies that diverge in favorable market environments often exhibit greater systematic 

exposures and stronger interrelationships during a crash, undermining benefits of diversification 

precisely when they are needed most. Given the lessons learned, how have asset owners tried to 

control crash risk? HEDGING When attempting to reduce crash exposure, options immediately 

come to mind, because they are tools to re-shape the returns distribution. The canonical example 

of a crash hedge would be the purchase of a put struck below the index’s current level 

(“out-of-the-money”). The put establishes a floor under the underlying asset’s value below the 

strike price, transferring the risk to the option’s seller. Options provide flexibility to tailor hedge 

exposure and financing. For example, the buyer of a put can also sell an upside call to trade off 

payment of up-front premium for a cap on participation in a rally. And today, investors have 

more hedging tools at their disposal than ever before. They can purchase exchange-listed options 

on non-equity asset classes, over-the-counter hedges linked to specific triggering events, and 

instruments that track market volatility and investor jitters.4 We’ve also seen the emergence of 

dedicated tail protection strategies that actively manage a portfolio of hedges, such as options on 

benchmark equity, currency, interest rate, and volatility instruments. Despite such developments, 

the GFC has triggered much more discussion about hedging than actual activity. So why aren’t 

more investors hedging? A primary reason is cost. Crash protection tends to look expensive, and 

for systematic hedgers, funding fatigue is a constant concern. Figure 3a helps to illustrate this, 

showing the potential impact of systematically hedging by purchasing S&P 500 puts on a 

bi-monthly basis—in this case, roughly two month options struck approximately 7.5% below the 

index’s level on the purchase date (“out-of-the-money”). Although adding the put does indeed 

diminish the worst returns, reduce maximum drawdown, and make skewness slightly positive, 
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the cost is high. The average (median) mid-market price of each two-month option is 1.3% 

(1.1%) of the amount hedged, and the impact on cumulative performance is substantial. 

Annualized average returns drop from 8.2% to 4.8%. This cost reflects a sizable risk premium in 

index option prices, which arises from the risks and frictions that dealers incur from selling the 

protection. (Please see the Appendix for further information about the volatility risk premium 

and how it relates to option market structure.6 ) In light of the evidence that a substantial portion 

of the equity premium compensates for “rare disasters,” the high cost of hedging them makes 

sense. Investors should expect to give up something material to reduce that risk. FIGURE 3A: 

SYSTEMATICALLY HEDGING THE S&P 500 WITH AN OUT-OF-THE-MONEY PUT* 

*The Hedged S&P 500 returns are meant to be an illustrative example and is not intended to 

represent investment returns generated by an actual portfolio. This does not represent actual 

trading or an actual account. Results do not reflect transaction costs, other implementation costs 

and do not reflect advisory fees or their potential impact. We calculate the hedged portfolio value 

assuming the purchase of an S&P 500 put option on a bi-monthly basis (Jan 11, 1996 – Sep 10, 

2015). On each trade date we select the put struck closest to 7.5% out-of-the-money (below the 

index level) at the first expiry that is at least 60 calendar days to maturity. We roll the position on 

Thursday of the week before expiry. We assume puts are bought and sold at the closing 

mid-price on the trade date. For simplicity, we value both the hedged and unhedged index only 

on days that we roll the hedge. In other words, we do not track the mark-tomarket value of the 

portfolio. Hypothetical results are not indicative of actual future results. Every investment 

program has the opportunity for loss as well as profit. Another informative comparison to hedge 

performance would be a version of the index that is de-levered by the initial delta of each put 
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purchased. Please contact us for further information. 6 There is a considerable academic 

literature on this topic. See, for example, Peter Carr and Wu, Liuren, “Variance Risk Premiums,” 

The Review of Financial Studies, Volume 22, Issue 3, (2009): 1311-1341. For institutional 

investor use only. Not to be reproduced or disseminated. Complexity is a second factor that 

deters hedging. While it is relatively easy to reduce the up-front price of a hedge by sacrificing 

some measure of protection or by restructuring when and how the insurance is funded, it is much 

more difficult to find pricing distortions that allow for genuine cost reductions. For example, 

substituting a longer maturity option may appear cheaper than rolling shorter-dated options, but 

doing so may reduce hedge reactiveness. As well, new instruments, even listed VIX products, 

pose difficulties in evaluating a protection scheme, because we may have little information to 

gauge their liquidity or mark-to-market behavior in a crisis. Investors are rightly cautious, 

therefore, about complex or opaque strategies. They would be wise to question sources of 

purported cost savings from active hedging approaches. Agency conflicts, behavioral biases, and 

ambiguities in crash risk assessment reinforce investor concerns about cost and complexity. 

Investment managers often see career risk to underperformance in good times but minimal 

benefit to outperformance when markets plunge. As a result, they have little incentive to pay 

premiums for crash insurance or to propose unfamiliar risk management solutions, including 

options, which could become a lightning rod for criticism. And if crash risk isn’t a natural focus 

of the ultimate asset owners, obtaining approval for a hedge may seem an insurmountable 

challenge given difficulties of evaluating crash risk and mitigation strategies. Despite their 

perhaps surprising frequency, crashes are still rare relative to the pace of change in markets and 

other relevant institutions, which poses many challenges for empirical analysis. We are often 
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unsure what history is relevant. Crash risk metrics may be unstable. Backtests of risk mitigation 

strategies tend to be sensitive to assumptions. If hedging is not a universally attractive, all-season 

approach, in what contexts might it make sense? Risk preferences should be a primary 

consideration. Options provide unique security for investors who need protection against market 

“gaps”—the risk that prices fall sharply before assets can be rebalanced—or to maintain their 

portfolio value above some floor, perhaps to guarantee short-term cash flow generation or 

funding status. The decision to hedge should also depend on the investment opportunity set. 

Investors may wish to pay up for protection if doing so allows for increased exposure to 

strategies or managers that they believe can generate alpha. The option pricing environment and 

the investor’s tactical outlook should also influence the decision. Figure 3b shows that the price 

of the puts from our hedging illustration varies considerably over time, hinting at a potentially 

significant role for a valuation component in hedge timing. In short, hedges may meet 

institution-specific needs or offer value in certain market environments. Given impediments to 

hedging, what alternatives have investors turned to instead? ALTERNATIVES TO HEDGING 

One approach that has grown in popularity since the GFC is “adaptive risk budgeting,” with risk 

parity the most prominent example. Risk parity strategies allocate assets based on contributions 

to total risk budget as a means to improve diversification, and they target stable portfolio 

volatility over time. Risk controlled strategies could be viewed as a special case, algorithmically 

adjusting equity exposure relative to cash to maintain a target level of volatility.7 MID PRICE 

(% OF NOTIONAL) 0.0% 1.0% 2.0% 3.0% 4.0% 5.0% 6.0% 1996 2000 2004 2008 2012 7 Risk 

controlled strategies are popular among life insurance companies, which incorporate them into 

variable annuity products. Embedded optionality based on volatility controlled underlyings may 
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be better aligned with industry risk management tests and cheaper for the issuer to hedge than if 

based on plain vanilla equity indexes. Adaptive risk budgeting strategies aim to allocate out of a 

particular asset class and/or reduce overall portfolio leverage as volatility rises, before outsized 

damage can be done. They may mechanically adjust allocations and leverage based on risk 

estimated from trailing asset volatilities and correlations. In doing so, they bear a relationship to 

portfolio insurance, which algorithmically seeks to reduce equity exposure as stock prices fall. 

Performance depends on several factors, including accuracy and responsiveness of 

empirically-derived volatility and correlation forecasts that determine allocations. Dynamic 

strategies are vulnerable to timing risks. They 1) may not protect against an initial market gap 

lower, before risk estimates can be updated and deleveraging implemented, and 2) may remain 

underinvested as stocks rebound. Risk budgets and allocations determined based on asset 

correlations during normal market environments may overestimate a strategy’s diversification 

benefits in a crisis. Some risk parity strategies also lean on a belief that reducing allocation to 

equities and levering up exposures to lower risk assets, such as fixed income, will generate 

superior returns. Critics have challenged the unconditional validity of the hypothesis, for 

example, questioning the potential impact of a regime change in fixed income performance if the 

market enters a prolonged tightening cycle. Another increasingly popular alternative is allocation 

to low-risk assets, explicitly choosing holdings to limit severity of loss in an acute market 

decline. The most straightforward example would be a strategic reallocation out of equities into 

Treasuries. Although some funds have taken this approach, the sacrifice of expected return is not 

universally acceptable. As a result, many investors have turned to managed 

volatility/low-volatility equity strategies, allocating to portfolios formed from low-beta or 
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low-volatility stocks. Such strategies often are selected precisely on the belief that they will 

outperform in downturns, but they may benefit further by exposure to the “low volatility 

mispricing,” the empirical observation that low-beta stocks have, on average, outperformed, their 

CAPM expected returns. Low-volatility approaches have risks—low volatility stocks might not 

outperform in an indiscriminate panic, and naive strategy implementations may bear unexpected 

exposures (e.g., to interest rates). Yet the hope of retaining much of the equity premium, over a 

market cycle, while mitigating downdrafts, is the basis for the strategy’s potential appeal relative 

to simply reducing equity allocation or paying for an explicit hedge.  

HARVESTERS: EFFICIENT CRASH RISK EXPOSURE  

Most investors already have substantial crash exposure through equities and other risky assets, 

and not all investors should be looking to reduce it. Some may wish to further embrace crash risk 

to harvest the associated return premium. This group might include investors with long horizons, 

minimal need to generate cash flow in the near-term, and supportive, sophisticated governance. 

Just as buying puts provides a means to hedge crash risk, selling them provides a means to 

underwrite the insurance. The CBOE’s PutWrite Index (PUT) provides an illustrative example. It 

measures hypothetical performance from selling fully-collateralized, roughly one-month, 

at-the-money puts on the S&P 500. This put writing index has a beta of about 0.5, implying that 

the strategy should earn equity premium roughly consistent with a 50% de-levered long-stock 

position.10 But because the strategy sells options, it should also earn the premium that dealers 

charge for assuming short volatility exposure, the volatility risk premium (VRP).11 Figure 5 

shows that over the past 25 years, the VRP has been large enough that, on average, the total 

return from selling downside insurance in this particular implementation has been similar to the 



Palmer 14 

compensation for holding stocks long. What’s more, PUT has exhibited lower volatility and, 

perhaps surprisingly, a smaller and shorter maximum drawdown. (Please see the Appendix for 

further discussion of the VRP and its origins.) As we have discussed, investors who have sought 

to reduce equity exposure by diversifying into alternative strategies and asset classes may have 

unknowingly retained significant crash risk. Investors who have taken this approach should 

consider whether options might provide a more transparent and efficient means of obtaining 

crash risk exposure. Jurek and Stafford (2015) find that pre-fee hedge fund index alphas from a 

traditional market factor model can be largely explained by straightforward index put option 

selling strategies similar to the design of PUT, and there is additional evidence that a variety of 

hedge fund strategies “load” on selling equity volatility via options.12 Such analyses suggest that 

a range of alternative investment styles may derive returns through bearing varying degrees and 

forms of downside risk, and selling options might provide a comparatively efficient and 

transparent means of doing so. Post-GFC, regulatory pressures on the global banks that function 

as upstairs options dealers may be diminishing liquidity supply, and this could impede the 

market for risk transfer. Bank prop trading activity, once a material supplementary liquidity pool, 

has been dramatically curtailed. Dealing desks themselves are subject to new constraints, such as 

stress tests for crash scenarios and limits on risk-weighted assets. Some option traders claim that 

these restrictions have raised crash insurance prices and are changing the mix of product that 

dealers are willing to sell. There may be signs of such strains in options implied volatility 

“skew,” and other markets provide corroborating evidence.13 While dampened risk taking on the 

part of banks may pose a challenge for hedgers, it might also provide opportunity for investors 

seeking rich risk premia to harvest. To the extent that dealers retreat from providing crash hedge 
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liquidity, related volatility selling premia may expand. In other words, regulatory pressures 

might make arguably efficient option-based methods of harvesting crash risk premia even more 

attractive. At the same time, some of the new instruments that have made it easier for investors 

to hedge have also made it easier to underwrite protection (e.g., inverse VIX exchange traded 

products), which could offset regulatory pressures on the VRP and change its dynamics. 

Strategies aiming to capture premia from options selling should be informed by evolving market 

structure. 10 This is consistent with selling puts struck near-the-money, i.e., approximately 

50-delta options. 11 The seller (buyer) of an option, whether a put or a call, is short (long) 

volatility.  

CONCLUSION  

Crashes are not only of abstract, historical, or occasional importance. Most investors have 

substantial exposure to crash risk, and a premium associated with it is probably a significant 

determinant of their long-run portfolio performance. In evaluating new strategies, investors 

should carefully examine whether superior performance simply reflects substantial crash 

exposure combined with an inadequate risk measure. Despite the analytical challenges that 

assessing crash risk presents, investors should consciously evaluate and modulate it. For those 

who wish to reduce exposure, options-based hedges may offer unique protections and 

considerable flexibility. But cost, complexity, and manager incentives make them unlikely as a 

universal, all-season insurance approach. Investors should carefully scrutinize active hedging 

approaches that claim material cost savings; it is easier to reduce cost by sacrificing protection or 

limiting upside than it is to find a pricing anomaly or market inefficiency. Despite the obstacles, 

hedges may meet the needs of certain institutions or look attractive in certain market 
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environments. The decision to hedge should depend on risk preferences, the investment 

opportunity set, and pricing. Alternative risk mitigation approaches, such as adaptive risk 

budgeting and low-volatility strategies, have become popular in the hope that they will afford 

some measure of protection without significantly reducing expected returns, but naïve 

implementations have risks. For those seeking risk premia to harvest, underwriting insurance by 

selling options may appeal to investors with appropriate risk preferences and strong governance. 

More broadly, investors should consider how much crash risk they hold through the various 

diversifying strategies in their portfolios, including hedge funds and other alternatives, and 

whether options might provide a more efficient and transparent means of obtaining that 

exposure. Regulation may be diminishing traditional sources of liquidity supply for crash 

insurance, which might increase compensation associated with selling options. Yet product 

development that has broadened access to volatility trading strategies also suggests that, 

increasingly, options-based premium harvesting strategies should be active and market-informed. 

APPENDIX: THE VOLATILITY RISK PREMIUM AND OPTIONS MARKET STRUCTURE 

The options market is a mechanism for risk redistribution. But it is not a matching engine. In 

other words, it does not simply connect investors looking to hedge and underwrite the same risk 

in similar quantities. And intermediaries do not tend to “go home flat” at the end of the day. 

Instead, Figure A more accurately represents how the market functions, from the standpoint of 

hedging activity. Hedgers obtain protection from upstairs derivatives dealers. These dealer desks 

take on complex risk exposures from a wide range of activities involving a variety of 

counterparties including pension funds and endowments, institutional asset managers, hedge 

funds, and retail investors. They break down the risk generated through these transactions into 
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components, some of which the dealers can fairly easily neutralize in the market. But dealers 

also take on forms of risk that are difficult to hedge. These include exposures to changing levels 

of volatility and price gaps. Flows generally do not net out in terms of these difficult-to-hedge 

risks, so dealers shop accumulated excess exposures to hedge funds and other “layoff” accounts 

willing to take them on. But dealers have historically warehoused substantial risk and charged a 

premium for doing so. This risk premium is embedded in hedge pricing. FIGURE A: HOW THE 

OPTIONS MARKET REDISTRIBUTES RISK* * For illustrative purposes only. One measure 

of the risk premium is shown in Figure B, which compares S&P 500 1-month, at-the-money 

implied volatility and subsequent 1-month realized volatility.14 Implied volatilities are a key 

input into option prices – the higher the implied volatility, the higher the price of either a put or a 

call. S&P 500 Index mid-market implied volatility for this maturity and strike tends to trade 

above subsequent 1 month realized volatility, on average by nearly 2 volatility points, roughly 

19% versus 17%.15 Option pricing theory suggests that in the absence of a risk premium, the 

price of an option should reflect the expected cost to hedge it, which depends on the dealer’s 

forecast of index volatility over the life of the option. That index implied volatilities are biased 

high relative to realized volatility reflects the risk premium for selling volatility via options – if 

volatility rises or if the underlying moves sharply, a dealer that has sold an option likely will lose 

money. The size of the risk premium depends on option supply and demand dynamics, which we 

would expect to differ depending on the underlying asset, option strike and expiry, and market 

conditions. The options pricing environment is highly varied and continues to evolve. Please 

contact us to discuss it in further detail. 

 


