
 

 

 
 
 
 
 
 
 
 
 
 
 

Event

The eighth annual Global Volatility Summit (“GVS”)  is scheduled for Wednesday, March 14th, 2018 at 
Pier 60 in New York City. Alongside our featured volatility managers, we are excited to announce the 
addition  of  a Quantitative  and  CTA manager  panel,  featuring  prominent  portfolio managers  in  the 
space to share their views on the volatility markets and resulting impact on these strategies. 
 
2017 MANAGER PARTICIPANTS 
Allianz Global Investors  
Argentière Capital 
Capstone Investment Advisors 
BlueMountain Capital 
Capula Investment Management 
Dominicé & Co 
Fort LP 
Graham Capital Management 
III Capital Management 
Ionic Capital Management 
Man AHL 
Parallax Investment Advisors 
Pine River Capital Management 
R.G. Niederhoffer Capital  
True Partner 
 

2017 Event Recap 
The 8th Annual Global Volatility Summit was held on March 15, 2017 at Chelsea Piers in New York City. 
Presenting  to and networking with a well‐attended  crowd was an exciting  lineup of 15 hedge  fund 
managers, plus  industry experts, hedge  fund  consultants, and  institutional  investors addressing  the 
use of volatility, hedging, CTA and quantitative strategies within institutional investment portfolios. 

Dear Investor, 
 
The Global Volatility Summit (“GVS”) brings together volatility and tail hedge managers,  institutional 
investors,  thought‐provoking  speakers,  and other  industry experts  to discuss  the  volatility markets 
and the roles volatility strategies can play in institutional investment portfolios. The GVS aims to keep 
investors updated on the volatility markets throughout the year, and educated on innovations within 
the space. 
 
Morgan Stanley has provided the latest write up for the GVS newsletter series. 
 
Cheers, 
Global Volatility Summit 

August 2017 Newsletter

Questions? Please contact info@globalvolatilitysummit.com 

Website: www.globalvolatilitysummit.com  
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Korean autocallable products: a brief overview
Korean autocallable products are major suppliers of index volatility to banks

• An autocallable is an income/yield type of equity-linked structured product. Embedded in its structure, the investor writes 
a put option and receives the premium to enhance yield. The underlyings can be single stocks or equity indices. The most 
common ‘mono product’ is based on KOSPI2 while ‘worst of' autocallables are most commonly linked to spot levels of the 
HSCEI, SX5E and KOSPI2.

• The embedded put option has a knock-in. The knock-in barrier, observed daily, usually set at a very low level compared to 
the initial spot price (the “reference level”), e.g. 55% of spot.

• A typical product would be 3 years in duration with observations every 6 months. If, at the first observation, the index (or 
in case of a ‘worst of’, the worst performing index) is above a certain knock-out level then the product is autocalled and 
the investor receives his investment back along with a coupon.

• Most of these products have a 'step-down' feature. For example, a typical worst of autocallable may have observation 
levels of (1) 90% initially for the first two 6 months periods, (2) then 85% for the next two and (3) 80% for the final two 
observations.

• Thus, as for our notional estimation, we assumed typical combinations of KO/KI barriers and took weighted-average of 
results based on their distribution in the market.

• As for vega estimation, we assumed (a) 3-year duration, (b) 55% KI barrier and (c) 90%-90%-85%-85%-80%-80% step-
down KO barrier.
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Monthly issuance of Korean auto-callables
Monthly issuance notional by index

Monthly vega issuance by index

• Autocall issuance has started to pickup again with notable 
increase in products that include NKY.

• Monthly issuance increased significantly from September 
onwards to around 3-4bn USD monthly compared to around 
2.0 Bn USD notional in June.

• With the increase in overall issuance, SX5E vega issuance 
had the biggest increase to around 4.6 Bn USD monthly 
from 1.9 Bn USD in June

This material is not a solicitation of any offer to buy or sell any security or other financial instrument or to participate in any trading strategy.  This material was not prepared by 
the Morgan Stanley research department.  Please refer to important information and qualifications at the end of this material.  The information contained herein does not 
constitute advice.  Morgan Stanley is acting as your advisor (municipal, financial otherwise) and is not acting in a fiduciary capacity. Implied vols are indicative mid levels and 
do not reflect bid/offer spread unless otherwise stated. Data as of 17-Jan-17.

Outstanding notional by index combination



Knock-out barrier breakdown
• The bar charts show expected knock-out levels for each 

index split up by time left to the next observation. Solid 
bars represent products with the corresponding index being 
the worst performer while shaded bars are not.

• HSCEI is the worst performer for around 99% of notional 
outstanding of products linked to HSCEI.

• Most of the KO-barriers of HSCEI for the coming month 
range between 9300-10900.

• 1.2 Bn USD in KOs would be expected within a month if 
the all 3 of the indices stays around the current spot.
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Knock-in barrier breakdown
• The bar charts show expected knock-in levels for each index 

split up by time left to maturity. Solid bars represent products 
that have not knocked-in while shaded bars represent 
products that have knocked-in.

• HSCEI should be looked at most carefully as it is worst 
performing index in most cases.

• Most products with HSCEI KI barrier above 7400 have 
already knocked-in (39% of total outstanding).

• There are no outstanding products with time to maturity 
below 1 year, therefore delta impact of KI (selling of futures 
due to unwind of over hedges by dealers) would be limited 
even at the KI event.
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under no obligation to contact you to disclose any such intention to modify or liquidate or any such modification or liquidation.  Morgan Stanley acts as “prime broker” and lender for a number of hedge funds. As a result, Morgan Stanley may indirectly 
benefit from increases in investments in hedge funds. 

Unless stated otherwise, the material contained herein has not been based on a consideration of any individual client circumstances and as such should not be considered to be a personal recommendation.  We remind investors that these investments are 
subject to market risk and will fluctuate in value. The investments discussed in this communication may be unsuitable for investors depending upon their specific investment objectives and financial position. Where an investment is denominated in a 
currency other than the investor’s currency, changes in rates of exchange may have an adverse effect on the value, price of, or income derived from the investment. The performance data quoted represents past performance. Past performance is not 
indicative of future returns.  No representation or warranty is made that any returns indicated will be achieved. Certain assumptions may have been made in this analysis which have resulted in any returns detailed herein. Transaction costs (such as 
commissions) are not included in the calculation of returns. Changes to the assumptions may have a material impact on any returns detailed.  Potential investors should be aware that certain legal, accounting and tax restrictions, margin requirements, 
commissions and other transaction costs and changes to the assumptions set forth herein may significantly affect the economic consequences of the transactions discussed herein. The information and analyses contained herein are not intended as tax, legal
or investment advice and may not be suitable for your specific circumstances.  By submitting this communication to you, Morgan Stanley is not advising you to take any particular action based on the information, opinions or views contained herein, and 
acceptance of such document will be deemed by you acceptance of these conclusions. You should consult with your own municipal, financial, accounting and legal advisors regarding the information, opinions or views contained in this communication.

These materials may not be distributed in any jurisdiction where it is unlawful to do so. The products described in this communication may not be marketed or sold or be available for offer or sale in a number of jurisdictions where it is unlawful to do so.
This publication is disseminated in Japan by Morgan Stanley MUFG Securities Co., Ltd only to those investors who are “Professional Investors” (tokutei toushika) as defined in the Financial Instrument Exchange Law of Japan and may not be redistributed 
to other types of investors without the prior written consent of Morgan Stanley; in Hong Kong by Morgan Stanley Asia Limited; in Singapore by Morgan Stanley Asia (Singapore) Pte. and/or Morgan Stanley Asia (Singapore) Securities Pte. Ltd., each of 
which is regulated by the Monetary Authority of Singapore and accepts responsibility for its contents of these materials, only to those investors who are institutional investors, accredited investors or expert investors, as defined in the Securities and Futures 
Act, Chapter 289 of Singapore; in Australia by Morgan Stanley Australia Limited A.B.N. 67 003 734 576, A.F.S.L. No. 233742 and/or Morgan Stanley Australia Securities Limited A.B.N. 55 078 652 276, A.F.S.L. No. 233741, which accept 
responsibility for its contents; in Canada by Morgan Stanley Canada Limited, which has approved of, and has agreed to take responsibility for, the contents of this publication in Canada; in Spain by Morgan Stanley, S.V., S.A., a Morgan Stanley group 
company, which is supervised by the Spanish Securities Markets Commission (CNMV) and states that this document has been written and distributed in accordance with the rules of conduct applicable to financial research as established under Spanish 
regulations; in the United States it is directed only to institutional clients and is distributed by Morgan Stanley & Co. LLC, which accepts responsibility for its contents; and in the United Kingdom it is directed only to those persons who are eligible
counterparties or professional clients and must not be acted on or relied upon by retail clients (each as defined in the UK Financial Services Authority's rules) and is distributed in the European Union by Morgan Stanley & Co. International plc, except as 
provided above. Private U.K. investors should obtain the advice of their Morgan Stanley & Co. International plc representative about the investments concerned. In Australia, this publication, and any access to it, is intended only for “wholesale clients” 
within the meaning of the Australian Corporations Act. The trademarks and service marks contained herein are the property of their respective owners. Third-party data providers make no warranties or representations of any kind relating to the accuracy, 
completeness, or timeliness of the data they provide and shall not have liability for any damages of any kind relating to such data. 

HYPOTHETICAL PERFORMANCE RESULTS HAVE MANY INHERENT LIMITATIONS, SOME OF WHICH ARE DESCRIBED BELOW.  NO REPRESENTATION IS BEING MADE THAT ANY ACCOUNT WILL OR IS LIKELY TO 
ACHIEVE PROFITS OR LOSSES SIMILAR TO THOSE SHOWN.  IN FACT, THERE ARE FREQUENTLY SHARP DIFFERENCES BETWEEN HYPOTHETICAL PERFORMANCE RESULTS AND THE ACTUAL RESULTS 
SUBSEQUENTLY ACHIEVED BY ANY PARTICULAR TRADING PROGRAM. 

ONE OF THE LIMITATIONS OF HYPOTHETICAL PERFORMANCE RESULTS IS THAT THEY ARE GENERALLY PREPARED WITH THE BENEFIT OF HINDSIGHT. IN ADDITION, HYPOTHETICAL TRADING DOES NOT 
INVOLVE FINANCIAL RISK, AND NO HYPOTHETICAL TRADING RECORD CAN COMPLETELY ACCOUNT FOR THE IMPACT OF FINANCIAL RISK IN ACTUAL TRADING.  FOR EXAMPLE, THE ABILITY TO WITHSTAND 
LOSSES OR TO ADHERE TO A PARTICULAR TRADING STRATEGY IN SPITE OF TRADING LOSSES ARE MATERIAL POINTS WHICH CAN ALSO ADVERSELY AFFECT ACTUAL TRADING RESULTS.  THERE ARE NUMEROUS 
OTHER FACTORS RELATED TO THE MARKETS IN GENERAL OR TO THE IMPLEMENTATION OF ANY SPECIFIC TRADING PROGRAM WHICH CANNOT BE FULLY ACCOUNTED FOR IN THE PREPARATION OF 
HYPOTHETICAL PERFORMANCE RESULTS AND ALL OF WHICH CAN ADVERSELY AFFECT ACTUAL TRADING RESULTS.

Any estimates, projections or predictions (including in tabular form) given in this communication are intended to be forward-looking statements. Although Morgan Stanley believes that the expectations in such forward-looking statement are reasonable, it 
can give no assurance that any forward-looking statements will prove to be correct. Such estimates are subject to actual known and unknown risks, uncertainties and other factors that could cause actual results to differ materially from those projected. 
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