
GOT IT COVERED

Covered Call Income: March in Review
The markets followed up a brutal month of February with another down month in March. 
Several factors contributing to the poor month were trade policy, the Federal Reserve and 
Facebook. Risks of a trade war increased with more stocks benefitting from free trade 
than are likely to benefit from protectionist policies. Trade policy might very well be 
the biggest risk factor facing stocks in the near term which was supported by the market 
volatility throughout the second half of the month. Fed Chair Powell conducted his first 
Federal Reserve meeting and investors viewed the rhetoric as the Fed possibly raising 
rates more than originally expected. This spooked investors as the markets traded off 
initially. Facebook made the news in the middle of the month and not for good reasons. 
A data breach caused the stock to fall as well as this news contributing to a broad selloff 
across multiple market sectors. Even highly successful companies such as Facebook 
are not immune from risk. While all of these factors are legitimate, it sure seemed like 
investors overreacted as seen how the markets moved higher the last week of the month. 
The positive momentum the markets had in the last week of March was a welcome 
rebound from prior weeks but was not enough to save the markets from closing the month 
negative.  

Volatility is no longer in hibernation and looks to stick around for a while. The VIX is 
up 84% year to date.  After shooting into the high 40’s in February, the VIX has bounced 
around the high teens, sometimes crossing in the low 20 range throughout the month 
of March.  The Covered Call Income team took advantage of the swings in volatility 
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Covered Call Income strategy is designed 
for investors who want equity market 
participation with enhanced income 
potential. This approach is appropriate for 
investors looking for higher yields, capital 
appreciation and reduced risk levels.

Writing calls on securities held in the 
portfolio maximizes the gains that can be 
realized if the price of a stock increases, and 
investing in equity securities involves market 
risk, including the possible loss of principal.

Expiration Calendar
as of March 31, 2018

Month Date Number of 
Options

April 4/20/18 11

May 5/18/18 13

June 6/15/18 11

July 7/20/18 2

Source: Bloomberg

VIX March 2018
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About Crossmark’s 30 Year History
Crossmark Global Investments is an innovative 
investment management firm. The firm provides 
a full suite of investment management solutions 
to institutional investors, financial advisors and 
the clients they serve. We have a multi-decade 
legacy of specializing in responsible investment 
strategies for clients. Founded in 1987, the 
firm is headquartered in Houston, Texas. 
Additionally, Crossmark is the exclusive manager 
of the Crossmark Steward Funds, which is a fund 
family that applies an overarching values-based 
screening methodology to its suite of equity and 
fixed income funds, including its award-winning 
Steward Global Equity Income Fund - named 
Lipper’s “Best Global Equity Income Fund” for 
the last four consecutive years. 

For more information contact our 
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888-845-6910

Page 1 of 2



by strategically placing trades to enhance income as well as resetting the delta of the 
portfolio. Even though the markets traded off, March proved to be an important month in 
regards to selling covered calls.
 
Covered Call Income: Looking Ahead
Historically, March has been a strong month for the markets. Unfortunately, that was 
not the case for the month of March in 2018. April, historically, has also been a strong 
market performer. Based on the momentum in the markets in the last week of March, 
we can only hope that will carry over into the first month of the second quarter. There 
are still looming market factors that need to be watched closely with a few of those 
being potential trade wars and the continued fallout from the Facebook data breach. 
The consensus view from the Fed still sees rates rising 2-3 more times in 2018 as well. 
Volatility looks to be around at least through the first part of the summer. Volatility is 
healthy for the markets and important for covered call strategies. Continue to look for 
the Covered Call team to look for trading opportunities as they present themselves to 
increase option income. To say the first quarter of 2018 was boring would be quite the 
understatement. We move on to the second quarter with much anticipation.

Expiration Summary
Called Away – Repurchased
• Cisco Systems Inc.  ( CSCO )
• Delta Airlines Inc.  ( DAL  )
• Microchip Technology Inc.  ( MCHP )
• Morgan Stanley ( MS )
• Schwab, Charles Corp. ( SCHW )
• Visa Inc. ( V )

Expired – Stock Retained
• Cerner Corp. ( CERN )
• Emerson Electric Co.  ( EMR )
• Mondelez Intl.  ( MDLZ )
• Starbucks Corp.  ( SBUX )
• Valero Corp.  ( VLO )

Rolled and Collected
• Citigroup Inc.  ( C )
• General Motors Inc.  ( GM )
• Wal-Mart Stores Inc.  ( WMT )

New Purchase
• Exxon Mobil Corp.  ( XOM )

Tools of the Trade – Option Rolls
An option roll consists of closing out a current option and opening a new option position. The 
roll may generate additional premium, cost money, or have no net cash flow. The following table 
illustrates the new option position with respect to the previous option: 

These option rolls can be combined. For example, an option may be rolled down and in or up and 
out by changing both the expiration date and strike price.

Action: Strike Price Expiration Date

Roll Up Higher Unchanged

Roll Down Lower Unchanged

Roll In Unchanged Shorter

Roll Out Unchanged Longer
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This information has been provided by Crossmark Global Investments, Inc.  All material presented is compiled from sources believed to be reliable and current, but 
accuracy cannot be guaranteed.  This is not to be construed as an offer to buy or sell any financial instruments and should not be relied upon as the sole factor in an 
investment making decision.  The views and opinions expressed are those of the portfolio manager at the time of publication and are subject to change.  There is 
no guarantee that these views will come to pass.  As with all investments there are associated inherent risks.  Please obtain and review all financial material carefully 
before investing.  Past performance does not guarantee future results.

The Crossmark Steward Funds are distributed by Crossmark Distributors, Inc., member FINRA and SIPC.  Crossmark Distributors is an affiliate of Crossmark Global 
Investments, Inc., the Steward Funds’ investment adviser.  Crossmark Global Investments is an investment adviser registered with the Securities and Exchange 
Commission that provides discretionary investment management services to mutual funds, institutions, and individual clients.

Before investing in a mutual fund, you should read the fund’s prospectus carefully and consider the fund’s investment objectives, risks, charges and 
expenses.  The prospectus contains this and other information about the fund.  A copy of the Steward Funds’ prospectus may be obtained free of charge 
by calling Crossmark Distributors at 800-262-6631.

Thompson Reuters recognized the Crossmark Steward Global Equity Income Fund at the U.S. Lipper Fund Awards on February 27, 2018 for delivering consistently 
strong risk-adjusted performance relative to its peers in the Global Equity Income Funds category for the three-year and five-year periods ending 11/30/2017.  The 
number of peer funds included in the category was 36 for the three-year category and 31 for the five-year category.  Each award was based on the Fund achieving 
the highest Lipper Leader for Consistent Return (Effective Return Net of Expenses) value over the stated time period. 

Crossmark Distributors, Inc. 
Member FINRA/SIPC.

Crossmark Global Investments, Inc.
3700 W. Sam Houston Parkway S., Suite 250, Houston, Texas 77042
800.262.6631  info@crossmarkglobal.com 
crossmarkglobal.com

1 Model Portfolios are based on a hypothetical account managed during the current quarter. 
Actual characteristics and income may differ materially from model. 

Top 10 Model Holdings 1 Weight

1. Microsoft Corp. 4.02%

2. Abbott Labs 3.52%

3. Paypal Holdings 3.34%

4. Gilead Sciences, Inc. 3.32%

5. Delta Airlines, Inc. 3.22%

6. Pfizer, Inc. 3.13%

7. Intel Corp 3.06%

8. Emerson Electric Co. 3.01%

9. Citigroup, Inc. 2.97%

10. Activision Blizzard, Inc. 2.97%

Total of Portfolio 32.56%
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