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Lyons Wealth Management
Serving investors with an aptitude for options trading

Lyons Wealth Management – Long Butterfly Strategies

• Client Centric Focus

• Income and Hedging Strategies

• Long History of Developing 
Solutions

• Forward Thinking Approach
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Lyons Wealth Management
Designed for investors who desire…

Above and beyond any dividends they may receive from their 
stock position.

Augment Portfolio Income

By hedging their income-producing strategy and, where 
appropriate, their concentrated stock position as well.

Protect Capital

Either because they have strong ties to a particular stock 
(which may represent a lifetime of employment or family 
legacy) or they are corporate executives with restricted or 
deferred stock or option grants.

Maintain a Concentrated Stock Position

Designed for investors also owning various other marginable 
securities that wish to utilize their underlying margin 
capability. 

Enhance a Portfolio of Equity, Fixed Income or 
Cash Structured Investments

Lyons Wealth Management – Long Butterfly Strategies
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Implementing the appropriate strategy…
What Option Strategy to Deploy?

Lyons Wealth Management – Long Butterfly Strategies

Markets have the tendency to rise over the long haul, however they go through numerous cyclical periods 
that can last up to a decade or longer.  During such periods markets trade range bound in a sideways 
manner.

30 Years of Performance
Performance of S&P 500: 10/1987 – 10/2017

This graph represents the price return of the S&P 500 index, assume no reinvestment of dividends, and do not reflect taxes.  The S&P 500 
index is an unmanaged index of stocks that is considered to be representative of the broad U.S. stock market.  You cannot invest directly in an 
index.  Past performance does not guarantee future results.
Source:  FactSet, LWM
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Risk Return Tradeoff
Options-Selling and Benchmark Indices (1986-2015)

Lyons Wealth Management – Long Butterfly Strategies

The average return-to-risk tradeoff for the Options-selling indices as well as the benchmark indices: a 60/40 equity and bond portfolio; and a 
portfolio made up of 80% of the 60/40 portfolio and 20% of an equity weighted exposure to the Options-selling indices. The best tradeoff 
can be found in the upper left portion of the diagram. Adding 20% Options-selling index exposure to a traditional portfolio improves its 
return-to-risk tradeoff, reducing risk while leaving returns virtually unchanged. 
Source: Bloomberg
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Various Option Tools Available
Overlay Strategies Deployed

The options strategies employed vary, and depend on Lyons Wealth Management's view of the markets being 
bullish, bearish or neutral. The Lyons Income Overlay strategy requires accounts to have a margin feature. 
Listed above are the various option strategies utilized by LWM since 1/1/2012. 

Lyons Wealth Management – Long Butterfly Strategies
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Is the Magnitude of the Rally Sustainable?
Ultimately some selling pressure will come back

Lyons Wealth Management – Long Butterfly Strategies

Domestic equity markets optimistically continue going through massive pricing and valuation discoveries as 
companies earnings grow and new leadership in the US vows to shift business climates back to more 
favorable, less-regulated financial environments.  Such favorable conditions have been visibly advantageous 
for equity markets, however over time we expect market conditions to return to the mean and slowly ease 
the magnitude to which they are rising.

S&P 500 (3 Year Chart)
Performance of S&P 500: 03/2014 – 3/2017
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The Market Will Ease its Progression
Conditions will eventually normalize…

Lyons Wealth Management – Long Butterfly Strategies

When conditions start to normalize and the rally begins to fade, US equity markets should expect volatility 
to return and see “animal spirits” dissipate.  We anticipate slower, gradual appreciation with historic 
sideways chop.  There will be windows of opportunity to protect the downside or profit from selling 
pressure.

S&P 500 (3 Year Chart)
Performance of S&P 500: 03/2014 – 3/2017
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22 Years Treading Water

The need is particularly acute because the market’s historical sideways motion means that 
holders of concentrated stocks or portfolios can go many years at a time without significant 
capital appreciation, sometimes a decade or more.
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The Quest for Downside Capture
A heightened need in sideways markets…

These graphs represent the price return of the S&P 500 index, assume no reinvestment of dividends, and do not reflect taxes. The S&P 500 
index is an unmanaged index of stocks that is considered to be representative of the broad U.S. stock market.  You cannot invest directly in an 
index.  Past performance does not guarantee future results.
Source:  Standard & Poor’s

Performance of S&P 500: 11/1/1971 – 11/1/2011

10 yrs, 4 mos.
-0.1% Cumulative Return

12 yrs, 10 mos.
-2.6% Cumulative Return

Lyons Wealth Management – Long Butterfly Strategies
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The Anatomy of the Long Butterfly Strategy
Profiting from a variety of down markets…

Lyons Wealth Management – Long Butterfly Strategies

•Security stays in spread 
strike zones

•At expiration security at mid 
strike

•Positive Risk Profile
•Limited Max Loss
•Asymmetric Returns

•3 Legged Spread
•Same Expiration
•1 Bear Spread +
•1 Bull Spread

•Protectionist
•Magnitude of Severities
•Range Bound
•Sideways Markets to 
Down Markets

Strategy Composition

ProfitsRisk Profile
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Introducing the Long Butterfly

Lyons Wealth Management – Long Butterfly Strategies



13

Concept of Margin

Lyons Wealth Management – Long Butterfly Strategies

Unlike covered call programs, the Lyons 
Income Overlay does not involve trading of 
your underlying stock portfolio—either 
directly or through options.  Instead, we use 
the margin borrowing capacity of your 
concentrated stock holding to fund the 
construction of the Lyons Income Overlay, 
which is built entirely from listed index 
options.

Based on Market Indexes
To build the Lyons Income Overlay we typically 
use options on indexes, such as SPX and VIX, to 
keep individual company risk to a minimum.

Built with Moderate Borrowing
In implementing the Overlay, we typically use less 
than half of a client’s margin borrowing capacity.  
This may vary depending on each individual 
client’s margin balance.

Non-Directional Strategy
We seek to generate income regardless of market 
direction.



When constructing a bought Butterfly, we are merging two vertical one to one call or put spreads together. In 
the following example we will use calls.

One out-of-the-money call is bought below the price, two at-the-money calls are sold, then another one call is 
bought in-the -money. There is 1% between the two different strikes. Altogether, this trade covers a two 
percent total move or a 1% move away from the middle strike, up or down (neutral). Depending on time, 
probabilities and the volatility in the markets, this trade is a win in the middle and the max loss is the gross cost 
of opening the trade. The max win is at the very center of the structure, where the price of the two sold calls sit 
at expiration.
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Building a Long Butterfly Position 

Lyons Wealth Management – Long Butterfly 
Strategies

1% 1%

Sell Two Calls

Buy Call Buy Call

Index PriceIndex Price
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Analyzing a Long Butterfly Position
Building & Profiting – How and Why

Lyons Wealth Management – Long Butterfly Strategies
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Key Investment Professionals

Sander Read
Chief Executive Officer

Mr. Read is the Chief Executive Officer, responsible for overseeing the 
development, and distribution of the firm’s investment strategies. He is also a 
lead member of the firm’s investment committee on equities and derivatives.

Mr. Read was a wealth manager for the private client group of Merrill Lynch, 
managing both institutional and individual assets. He transitioned to become the 
CEO and lead portfolio manager of his own firm focusing on derivative overlay 
strategies for high net worth clients with concentrated stock positions. Mr. Read 
is a graduate of the Philips Exeter Academy, holds a BA in Economics from Lake 
Forest College, and also completed the Executive Management Program at 
Rollins College. 

Lyons Wealth Management – Long Butterfly 
Strategies



We invite you to…

 Request a customized proposal addressing your portfolio 
needs.

 Review the Options Disclosure Document (“ODD”) published 
by the Options Clearing Corporation.

• Contact Lyons Wealth for Interactive Brokers account 
linking process  info@lyonswealth.com or (877) 951-8710
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Next Steps

Lyons Wealth Management – Long Butterfly Strategies

mailto:info@lyonswealth.com


This material is for the exclusive use of the person to whom it has been delivered, it is confidential, and may not be 
copied, distributed, or otherwise given or disclosed to any person other than your authorized representatives. This 
material was prepared exclusively for information and discussion purposes and to indicate preliminarily the feasibility of 
a possible investment opportunity. The material is not meant to be nor shall it be construed as an attempt to define all 
terms and conditions of any transaction or to contain all information that is or may be material to an investor. Lyons 
Wealth Management is not soliciting any action based upon this material, and this material is not meant to be nor shall 
it be construed as an offer or solicitation of an offer for the purchase or sale of any security or advisory or other service.

Performance results are presented in U.S. dollars and are net of fees and trading expenses and reflect the reinvestment 
of dividend and capital gains. No current or prospective client should assume future performance in any specific 
investment strategy will be profitable or equal to past performance levels. All investment strategies have the potential 
for profit or loss. Changes in investment strategies, contributions or withdrawals may cause performance results of your 
portfolio to differ materially from the reported composite return. Different types of investment involve varying degrees 
of risk, and there can be no assurance that any specific investment will either be suitable or profitable for a client’s 
investment portfolio. Historical performance results for market indices and/or categories, generally do not reflect the 
deduction of transaction and/or custodial charges or the deduction of an investment-management fee, the incurrence 
of which would have the effect of decreasing historical performance results. Economic factors, market conditions, and 
investment strategies will affect the performance of any portfolio and there are no assurances that it will match or 
outperform any particular benchmark. 

The Lyons Income Overlay is intended for holders of large equity or other concentrated holdings who seek to earn 
option premium income over and above the dividends or interest payments generated from their existing underlying 
holdings. The strategy utilizes the available margin capacity of such holdings to purchase options on indices, exchange-
traded funds or listed equity options that are different from the client’s underlying holdings. 
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Disclosure

Lyons Wealth Management – Long Butterfly 
Strategies



However, this is not to say that the program is not without risks. Options are not suitable for all investors as the special 
risks inherent to options trading may expose investors to potentially rapid and substantial losses. Prior to investing in 
listed options, you should read and understand the Options Disclosure Document (“ODD”) published by the Options 
Clearing Corporation. For a copy of the ODD please email k.falconer@lyonswealth.com or go to the OCC’s website. 
Additionally, prior to investing in any options strategies, you should consult with a tax advisor to understand the tax 
implications of such transactions. 
Specific to the Lyons Income Overlay are the risks associated with margin accounts and margin borrowing. Margin 
policies and rates are subject to change at any time, and losses that results in account balances below required 
minimums are subject to liquidation by the custodian or broker-dealer. A decrease in value of the underlying stock 
position could result in a margin call which may jeopardize the overall strategy’s performance. Before trading stocks or 
other securities on margin, you should carefully review the margin agreement provided by your custodian for more 
information on specific risks and policies, including but not limited to: 

• You can lose more funds than you deposit in the margin account 
• The firm can force the sale of securities or other assets in your account(s) 
• The firm can sell your securities without contacting you 
• You are not entitled to choose which securities or other assets in your account(s) are liquidated or sold to meet a 

margin call 
• The firm can increase its "house" maintenance margin requirements at any time and is not required to provide you 

advance written notice 
• You are not entitled to an extension of time on a margin call 
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Disclosure continued.

Lyons Wealth Management – Long Butterfly 
Strategies
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Contact Information

www.lyonswealth.com
Thank you.

Phone: (407) 951-8710

Toll Free:       (877) 951-8710

Fax: (407) 951-8720

Email: info@lyonswealth.com

Address:    1470 Gene Street
Winter Park, FL 32789

Lyons Wealth Management – Long Butterfly 
Strategies

12.6.2017-lwm-01

http://www.lyonswealth.com/
mailto:info@lyonswealth.com


Webinar begins @ 12:00pm  Eastern                                            December 11. 2017
Exchange and Industry Sponsored Webinars are presented by 
unaffiliated third parties. Interactive Brokers LLC is not responsible for 
the content of these presentations. You should review the contents of 
each presentation and make your own judgment as to whether the 
content is appropriate for you. Interactive Brokers LLC does not 
provide recommendations or advice.

This presentation is not an advertisement or solicitation for new customers. It is intended only as an educational presentation.

Interactive Brokers
in conjunction with

Lyons Wealth Management
present:

Implementing Long 
Butterfly Option Strategies 

for Upside/Downside 
Capture

Sander Read 
President and Chief Executive Officer, 

Lyons Wealth Management LLC 



John Seeberg

IBKR Institutional Sales
RIA and Prime Broker

203-618-5991
jseeberg@ibkr.com
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Disclosures
Options involve risk and are not suitable for all investors. For information on the uses and risks of options, you can obtain a copy 
of the Options Clearing Corporation risk disclosure document titled Characteristics and Risks of Standardized Options by calling 
(312) 542-6901.

Trading on margin is only for sophisticated investors with high risk tolerance. You may lose more than your initial investment. For 
additional information regarding margin loan rates, see www.interactivebrokers.com/interest

Futures are not suitable for all investors. The amount you may lose may be greater than your initial investment. Before trading 
futures, please read the CFTC Risk Disclosure. For a copy visit interactivebrokers.com. 

Security futures involve a high degree of risk and are not suitable for all investors. The amount you may lose may be greater than 
your initial investment. Before trading security futures, please read the Security Futures Risk Disclosure Statement. For a copy visit 
Interactivebrokers.com. 

There is a substantial risk of loss in foreign exchange trading. The settlement date of foreign exchange trades can vary due to time 
zone differences and bank holidays. When trading across foreign exchange markets, this may necessitate borrowing funds to 
settle foreign exchange trades. The interest rate on borrowed funds must be considered when computing the cost of trades across 
multiple markets.

The Order types available through Interactive Brokers LLC’s Trader Workstation are designed to help you limit your loss and/or 
lock in a profit. Market conditions and other factors may affect execution.  In general, orders guarantee a fill or guarantee a price, 
but not both. In extreme market conditions, an order may either be executed at a different price than anticipated or may not be
filled in the marketplace.

There is a substantial risk of loss in trading futures and options. Past performance is not indicative of future results. 

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray 
recommendations.

Interactive Brokers LLC is a member of NYSE FINRA SIPC

Interactive Brokers LLC is registered with HKSFC and is a participant of the Sydney Futures Exchange (SFE)2

http://www.optionsclearing.com/about/publications/character-risks.jsp
https://www.interactivebrokers.com/Universal/servlet/Registration.formSampleView?file=registration_1/cftc_risk_disclosure.html
https://www.onechicago.com/wp-content/uploads/content/security-futures-disclosure.pdf
http://www.nyse.com/
http://www.finra.org/
http://www.sipc.org/
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