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Nations 
Low  

Volatility 

S&P 500 
Total  

Return 

95-110 
Collar  

S&P Low 
Volatility 

Index 

Barclays  
Aggreg. 

Bond 

Compound Annual Return    

2019  6.965% 31.486% 25.243% 28.259% 8.717% 

3 Year  5.693% 15.272% 14.711% 13.791% 4.029% 

5 Year  6.092% 11.697% 8.583% 11.154% 3.048% 

10 Year  5.840% 13.560% 7.540% 12.336% 3.746% 

Since Inception2 8.288% 9.963% 6.685% 8.459% 5.912% 

 Average Annualized Standard Deviation of Monthly Returns   

2019  3.317% 12.892% 11.597% 7.267% 3.425% 

3 Year  3.320% 10.719% 8.176% 8.226% 2.687% 

5 Year  3.519% 11.221% 8.372% 8.927% 2.940% 

10 Year  5.316% 11.857% 8.917% 9.116% 2.746% 

Since Inception2 6.056% 12.889% 9.603% 9.952% 3.360% 

Average Annual Sharpe Ratio     

2019  1.46 2.28 1.99 3.60 1.93 

3 Year  2.27 2.40 2.07 2.05 1.04 

5 Year  2.03 1.69 1.25 1.52 0.77 

10 Year  1.58 1.63 1.10 1.48 1.34 

Since Inception2 1.74 1.18 0.70 0.97 1.10 

Nations® Low Volatility 

Nations Option Data
1
 

 
Implied Volatility of                     16.32% 
Call Option Sold 
 
Implied Volatility of                     16.98% 
Put Option Bought 
 
Implied Volatility of                     20.90% 
Put Option Sold 
 
Realized Volatility     15.29% 
 
Monthly Call Option Volatility     0.117% 
Premium as % of S&P 
 
Call Option Distance From        0.439%  
Market at Initiation 
 
Protective Put Distance             0.119% 
From Market at Initiation 

 

Index Description 
 
The Nations Large Cap Low VolatilityTM 

Index uses an enhanced option collar 

methodology that provides significant 

downside protection and less volatility 

in a mainstream investment product.  

The Index seeks to experience volatility 

equal to approximately half that of the 

S&P 500 while generating consistent 

returns; the Nations Low Volatility Index 

has generated average annual returns 

between 5% and 9% for 1, 3, 5, 10, 20, 

and 24 (initiation) year periods despite 

a wide variety of market regimes. 

 

The Nations Large Cap Low VolatilityTM 

Index uses a methodology that is vastly 

superior to existing lower volatility prod-

ucts since it takes systematic ad-

vantage of alternative risk premia which 

are economically robust and enjoy a 

long history of superior risk adjusted 

returns.  Existing low volatility products 

use reactive strategies that rely on 

historical data.  Nations Low Volatility 

Indexes use a forward-looking strategy. 

1.50 

1.00 

0.50 

-0.50 

1
9
9
0
 

1
9
9
2
 

1
9
9
4
 

1
9
9
6
 

1
9
9
8
 

2
0
0
0
 

2
0
0
2
 

2
0
0
4
 

2
0
0
6
 

2
0
0
8
 

2
0
1
0
 

2
0
1
2
 

2
0
1
4
 

 Nations Large Cap Low Vol Index 

 S&P 500 Total Return Index 

 95/110 Collar Index  

 S&P Low Volatility Index 

 Barclays Aggregate Bond Index 

 

Better Ideas.  Better Indexes.
®
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1 Monthly averages since inception 
2 Inception: S&P Low Volatility Index -     
11/30/1990, all others - 12/31/1989 

3 All as of 12/31/2019 

A Comparison of Existing 
Low Volatility Products 
 

Existing low volatility products use one 

of three generic strategies: 

 The PowerShares Low Volatility 

ETF (SPLV) is based on the S&P 

Low Volatility Index.  It holds the 

100 stocks in the S&P 500 Index 

that were the least volatile over the 

past year; 

 Direxion DRRC Volatility Response 

Shares (VSPY) attempts to lower 

volatility by changing equity expo-

sure based on volatility.  VSPY can 

take on a cash position of 0 to 80%; 

 Two ETFs, VIXH and PHDG, buy 

call options or futures on the VIX 

while changing their exposure to 

the S&P based on current volatility. 

 

The Nations Low Volatility methodology 

is vastly superior to all three existing 

strategies: 

 The S&P Low Volatility methodolo-

gy simply selects stocks that expe-

rienced lower volatility over the 

previous 12 months without regard 

to sector or outlook for the next 12 

months.  SPLV suffers from huge 

sector bias; nearly 30% of the fund 

is invested in the utility sector; 

 The Direxion methodology increas-

es exposure to equities when vola-

tility is lower without regard for 

potential volatility shocks; 

 VIXH and PHDG allocate assets 

between the S&P and VIX options, 

which are extremely expensive, or 

VIX futures which may or may not 

respond to a declining market. 

 Performance of an index is not illustrative of any particular investment.  Index returns 
quoted represent past performance which is no guarantee of future results. 
 
“Nations” is a registered trademark of Bank of America Corporation.  The Nations 
Large Cap Low Volatility Index is not sponsored, endorsed, sold or promoted by 
Bank of America and Bank of America does not make any representation regarding 
the advisability of investing in any Nations products. 

 

 
 

Nations 
Low  

Volatility 

S&P 500 
Total  

Return 

95-110 
Collar 
(CLL) 

S&P Low 
Volatility 

Index 

Barclays  
Aggreg. 

Bond 

Avg. Annual Return3 
(1990-2019) 

8.643% 11.453% 7.398% 9.222% 6.017% 

Median Annual Return3 
(1990-2018) 

7.404% 12.824% 5.562% 10.372% 5.948% 

Annualized Sortino 
Ratio 

1.106 0.906 0.745 1.006 1.656 

Annualized Stutzer 
Ratio2 

0.696 0.543 0.421 0.609 0.875 

Value of $1 Invested 
on 11/30/902 

$9.69 $18.32 $7.17 $12.25 $5.22 

Beta 0.37 1.00 0.65 0.55 0.02 

Alpha 4.52% - 0.14% 3.33% 5.74% 

Skew -1.463 -0.604 -0.192 -0.662 -0.175 

Kurtosis 13.912 1.273 -0.173 1.517 0.750 

R2 to S&P 500 46.90% - 81.94% 53.48% 0.71% 

Up Capture Ratio 44.64 100.00 70.35 65.43 16.75 

Down Capture Ratio 20.56 100.00 72.65 53.38 -11.02 

Maximum Drawdown 22.45% 50.95% 35.47% 38.32% 15.22% 
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The Nations Low Volatility Index Outperforms the S&P 
Low Volatility Index

2
 

 

The Nations Low Volatility Index is the real low volatility index:  

 Average Annualized Standard Deviation of Monthly Returns:  

  Nations Low Volatility Index:    6.056% 

  S&P Low Volatility Index:    9.952% 

The Nations Index enjoys this lower volatility but nearly equal return: 

 Compound Annual Return: 

  Nations Low Volatility Index:    8.288% 

  S&P Low Volatility Index:    8.459% 

The Nations Index is less correlated to the volatility of the broad market: 

 Beta Since Inception: 

  Nations Low Volatility Index:      0.37 

  S&P Low Volatility Index:      0.55 

The Nations Index suffers smaller drawdowns: 

 Maximum Drawdown Since Inception: 

  Nations Low Volatility Index:    22.44% 

  S&P Low Volatility Index:    38.32% 

 


