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Underlying Value

if the underlying
reverts to its previous
level, the fund does
not benefit

when the underlying
falls in value, the
strategy loses money
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If the underlying suddenly increases in price...
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...frequent rolls mean that the payments are sp:read over a number of options...

|
Red arrows indicate options that have expired in the money
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...making the cash-flows due less risky and more spread out

If rolls are infrequent, a single large
cash-flow is needed

Option

Payments If rolls are frequent, cash outflows
Due are spread out over time
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