November 2018 Newsletter

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.

Societe Generale has provided the latest piece in the GVS newsletter series.

Cheers,
Global Volatility Summit

The tenth annual Global Volatility Summit (“GVS”) is scheduled for Wednesday, March 13™ 2019 at
Chelsea Piers in New York City. This year’s event will feature fresh panel topics, manager discussions,
keynote speakers, and a new US Politics panel. Space is limited, so we encourage you to register as
soon as possible.

2018 Event Recap

The 9th Annual Global Volatility Summit was held on March 14, 2018 at Chelsea Piers in New York City.
14 hedge fund managers were joined by senior professionals from hedge fund consultants, the
institutional investor community, and leaders in the industry to discuss volatility, tail hedging, macro
and quant strategies within the investment context. Three keynote speakers, Lance Armstrong, David
Gallo, and Ryan Holiday temporarily drove the conversation away from the central content to speak to
volatility across other contexts including athletic competition and underwater astonishments. The
event hosted the first-ever GVS Think Tank Panel, which featured three industry experts across East
Asia policy studies, macro quantitative and derivatives strategies, and US politics. Among these
panelists included Ryan Hass, Marko Kolanovic, and Demetri Sevastopulo.

2018 Manager Participants

36 South Capital Advisors [l Capital Management
Argentiéere Capital lonic Capital Management
Artemis Capital Management JD Capital

BlueMountain Capital Man AHL

Capstone Investment Advisors Parallax Investment Advisors
Capula Investment Management Pine River Capital Management
Dominicé & Co True Partner

Questions? Please contact info@globalvolatilitysummit.com

Website: www.globalvolatilitysummit.com
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Investment Thesis

>

One can simply summarize the nature of Asian Index volatility flows as:

o Supply of downside Option Volatility through Retail Structured Products, suppressing
skews

o Demand through Relative-Value Index Variance spreads, richening convexity

Due to this dynamic, it is not uncommon for Asian dealers (“the street”’) to be short
Variance in aggregate

A popular and appropriate way to recycle this mismatched risk is via Variance vs
Conditional Variance trades. In the current context, HSCEI Dec19 Variance vs 50%
UpVariance (proposed trade) trades have risen in popularity

Here, the difference in strikes is crystallized as positive carry P&L as long as Spot
remains above the barrier (50% of initial Spot) throughout the life of the trade. These
trades are constructed to have equal Variance Units on each leg.

From a trade-to-maturity perspective, such trades screen as highly attractive as they are
unlikely to result in negative terminal P&L unless incepted at the height of parabolic melt-
ups (e.g. 1H2007, 2Q2015).

With the attractiveness of these trades undisputed from a terminal-P&L perspective, we
delve deeper to assess the Mark-to-Market (MTM) risk of these trades. By examining a
specific trade through its lifecycle, we propose some mitigating hedges that would
counter potential MTM shocks to a level that an investor may consider relatively
bearable.

Chart 1: Historical MtM HSCEI Var-UpVar 5,700 Sep-16
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Risk Assessment

» Short HSCEI Dec19 Variance vs Long HSCEI Dec19 50% UpVariance at 2.30 (Var Ref
25.20) — Proposed Trade

Proxy: Assess the historical MTM of a hypothetical trade incepted on 11-Mar-2015, Short
HSCEI Sep16 Variance vs. Long HSCEI Sep16 5700 UpVariance at 3.10 (Var Ref 26.90,
Spot Ref 11,417)

= Deliberately selected an example to match to the extent possible the characteristics (levels,
NExpected) of the proposed trade

Source: SG Flow Strategy & Solutions, Bloomberg
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= Using historical volatility surfaces, implied levels of 5700-UpVariance is repriced through trade lifecycle

= Simplifying assumptions were made to calculate the MTM of the long UpVar as well: summing the Implied
and Realized level as one would to a Vanilla Variance Swap. This is potentially an aggressive assumption as
the simulated UpVar MTM ignores the change in “probability of in-range” adjustment to N-expected at

different levels of spot

= Despite the 2015 shakeup in Chinese equities (triggered by the CNY devaluation), note that the MTM-min

is about -7 volatility points

Risk Mitigating Alternatives

» Consider the following solutions:
a) Buying more UpVar: Ratio-ing the
trade to reduce the short-Vega position
as spot falls

b) Buying European Vanilla Put options
or European Digital Put options

Buying Upvar In Ratio

» Given the leg-wise MTM profile of the
hypothetical trade, a ratio of 1.0 x 1.5 in
Variance Units is where the MTM downside is
significantly mitigated.

» Chart 2 shows the approximate simulated
historic MTM profile of the hypothetical trade
with a Variance Units ratio of 1 x 1.50

» While such a solution mitigates downside, it
comes with higher static Vol exposure. l.e.
investor is long Vol as long as spot stays above
the barrier

» Therefore, this solution is appropriate only for
investors who prefer a static Long-Volatility bias

»To illustrate, Chart 3 below shows the
terminal P&L at different levels of realized Vol,
assuming spot stays ‘in range’ (i.e. above
barrier) through the life of the trade

» The long-Volatility exposure ‘in range’
introduces an additional element of RISK:
overweighting the UpVar leg could result in
losses despite spot staying ‘in range’ if realized
Vol is below the UpVariance strike (e.q.

2H2017)

Chart 2: Historical MtM HSCEI 1.0x Var — 1.5x UpVar 5,700
Sep-16

Max 5.08
Min -2.31
Last 4.32

Chart 3: HSCEI Dec19 Var vs 50% UpVar Terminal P&L
across Ratios and Realized Vol

Source: SG Flow Strategy & Solutions, Bloomberg
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Buying European Vanilla Put Options Or European Digital Put Options

» Building on the MTM risk assessment done earlier, the historical MTM of a universe of options is simulated to assess
the degree of risk mitigation.

» To limit the scope of the analysis, we apply the following constraints:

i Strike: Assuming that the street bids Variance above its option-replicating ‘fair value’, the premium inherent in
these trades is in the strikes sub-barrier, in this case sub-50% of spot. Therefore, it makes little sense to consider
hedges that involve bidding the very strikes along the skew where premium is rich. Consider strikes 80% to as low
as 50%. For the specific hypothetical trade in consideration, we consider Put hedges of strike 9000, 8000 and
7000 for the Vanilla Put, but only 9000 and 8000 strikes for the Digital Put.

ii.  Maturity: Match proposed trade;18 months, or Sep16 for the hypothetical trade. Additionally, since the bulk of the
MTM risk is frontloaded, consider options up to half-life; 9 months, or Dec15 for the hypothetical trade.

iii. Sizing: Assess various Put options from the perspective of fixed-premium spend. As such, a strategy involving
buying deeper OTM options would bolster the hedge with a larger number of options and equally, a strategy

involving buying options of higher moneyness would bolster the hedge with a larger payoff per option, but with less
number of options.

For the sake of analysis, assume a fixed USD 1m in option premium spend as a hedge to the hypothetical trade.
Size can be reconsidered once the MTM profile of the ‘best option’ is known.

» Screening of an optimal strategy against the hypothetical trade across strikes and maturity using the 2 criterions:

o Maximize Risk Mitigation (x-axis)
o Minimize P&L Volatility of the hedged strategy (y-axis)

Chart 4: Heatmap Vanilla Put + Var-UpVar HSCEI 5700 Sep16  Chart 5: Heatmap Digital Put + Var-UpVar HSCEI 5700 Sep16
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Note: For each option strategy, the Unhedged Max MtM Loss in reference is only considered within the lifecycle of the Option hedge

Source: SG Flow Strategy & Solutions, Bloomberg
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Chart 6: Historical MtM HSCEI Var-UpVar 5,700 Sep-16 + Vanilla Put Hedge

Chart 7: Historical MtM HSCEI Var-UpVar 5,700 Sep-16 + Digit Put Hedge

= In both cases, the ‘best option’ clearly overhedges the structure. The ratio can therefore be adjusted per

investor risk tolerance.

Var-UpVar Sep16 111.5x Put Dec-15 9000

Max 2.95 5.27
Min -7.05 -0.53
Last 2.05 1.95

Var-UpVar Sep16 15.9x Digit Dec-15 8000

NMax 2.95 3.36
Min -T7.06 - 267
Last 2.95 1.95

Source: SG Flow Strategy & Solutions, Bloomberg
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Conclusion

» Having made simplifying assumptions, the hypothetical trade could best be hedged to minimize MTM loss by:
o Leveraging the UpVar leg 1.5x (in Variance Units)
o Hedging with European Vanilla Puts: for every USD 1m Vega in hypothetical trade, buying USD 65m notional
in Dec15 9000 strike Puts.
o Hedging with European Digital Puts: for every USD 1m Vega in hypothetical trade, buying USD 11m Payout in
Dec15 8000 strike Puts.

» Accordingly, we propose one of the following structures:

1) Short HSCEI Dec19 Variance Swap at 25.80, 1x
Long HSCEI Dec19 50% UpVariance Swap at 23.50, 1.5x (in Variance Units)
(Note: higher VarRef for 1x1.50 Ratio trade)

2) Short HSCEI Dec19 Variance Swap at 25.20, 1x
Long HSCEI Dec19 50% UpVariance Swap at 22.90, 1x (in Variance Units)
Long HSCEI Mar19 Put 80%, 65x at 1.13%

3) Short HSCEI Dec19 Variance Swap at 25.20, 1x
Long HSCEI Dec19 50% UpVariance Swap at 22.90, 1x (in Variance Units)
Long HSCEI Mar19 Digital Put 70%, 11x Payout at 14%

P.5
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IMPORTANT DISCLAIMER:

THIS DOCUMENT IS NOT INTENDED FOR RETAIL CLIENTS

This document is a marketing communication from the Global Markets Division of Societe Generale (“SG”) and is not a product of SG’s Research department. It is for qualified institutional or
professional clients only and may contain market information, trading strategies, trade ideas and/or information about SG Global Markets products or services. The present document is of a
commercial and not of a regulatory nature. IT HAS NOT BEEN PREPARED IN ACCORDANCE WITH THE REGULATORY PROVISIONS DESIGNED TO PROMOTE THE INDEPENDENCE OF
INVESTMENT RESEARCH.

The contents of this document are given for purely indicative purposes and has no contractual value. The opinions expressed herein are those of the authors named in this document and do not
reflect SG’s views. To the maximum extent possible at law, SG does not accept any liability arising from the use of this document or information contained herein.

This document does not constitute an offer, or an invitation to make an offer, from SG to subscribe for, purchase or sell a product or to execute a product referred to in this document.

The products referred to in this document may not be suitable for all qualified institutional or professional investors and investors must make their own investment decisions (using their own
independent investment advisors as they may choose) - based upon specific financial situations and investment objectives.

The products referred to in this document may not be eligible for sale in all jurisdictions and/or may be subject to certain investor qualification requirements in a number of jurisdictions.

This document may include general investment recommendations issued by SG’s Research department which has set, in accordance with applicable regulation, effective administrative and
organizational arrangements, including information Chinese walls, to prevent and avoid conflicts of interest with respect to the investment recommendations contained in this document. SG’s
Research department publications supporting this document were issued on their stated publication date and may have already been acted upon by clients of SG.

SG, AS AN INVESTMENT SERVICES PROVIDER, IS NOT SUBJECT TO ANY PROHIBITION ON DEALING IN THE PRODUCTS MENTIONED HEREIN BEFORE THE DISSEMINATION OF
THIS DOCUMENT.

SG Group entities may from time to time (i) deal in, profit from the trading of, hold, or act as market-makers or as advisers, brokers or bankers in relation to, the products (or derivatives thereof) of
entities mentioned in this document or (i) be represented on the board of such entities. SG Group employees, or individuals connected to them, may from time to time have a position in or hold any
of the products or related investments mentioned in this document. No SG Group entity is under any obligation to disclose or take account of this document when advising or dealing with or for its
clients. Investors should be aware that SG Group entities may have a conflict of interest that could affect the objectivity of this document. Investors should consider this document as only a single
factor in making their investment decision.

The accuracy, completeness or relevance of the information which has been drawn from external sources is not guaranteed although it is drawn from sources reasonably believed to be reliable.
Subject to any applicable law, Société Generale shall not assume any liability in this respect. The market information displayed in this document is based on data at a given moment and may
change from time to time. In addition, the views reflected herein may change without notice and SG’s sales personnel and traders may issue at any time other material (including on the same
product or issuer) that are inconsistent with, and reach different conclusions from, the information presented herein. No updates to this document are planned. In the event that the reader is unsure
as to whether the facts in this document are up-to-date at the time of their proposed investment, then they should seek independent advice.

Clients should contact their salespersons to execute transactions with an SG Group entity authorised in their home jurisdiction, unless applicable law permits otherwise.

Additional information is available upon request. This document is confidential and should not be reproduced, published or redistributed without the prior written consent of SG or its affiliates.

NOTICE TO EUROPEAN INVESTORS:

THIS COMMUNICATION IS EXCLUSIVELY DIRECTED AND AVAILABLE TO INSTITUTIONAL INVESTORS AS DEFINED BY THE 2014/65/EU DIRECTIVE ON MARKETS INFINANCIAL
INSTRUMENTS ACTING FORTHEIR OWN ACCOUNT AND CATEGORIZED AS ELIGIBLE COUNTERPARTIES OR PROFESSIONAL CLIENTS. USE OF THIS COMMUNICATION WITH OR BY
ANY OTHER PARTY IS PROHIBITED.

In accordance with the European Market in Financial Instruments Directive (“MiFID”) as implemented in the General Regulation of the French Autorité des Marchés Financiers, this document should
be treated as a marketing communication providing investment recommendations and should not be treated as a research report issued by SG’s Research department.

Nothing in this document should be construed as constituting investment advice or personal recommendation (within the meaning of article 4 (4) of the MiFID) to any investor or its agent.

SG has in place policies and procedures to ensure that its employees act in the best interests of clients when providing them with any financial promotions or investment recommendations. These
policies include internal conflicts of interests and personal account dealing policies that are designed to ensure that SG’s employees are not conflicted in the financial promotions that they provide to
clients.

SG is subject to the provisions of the fourth iteration of the Capital Requirements Directive (“CRD IV”), which requires that institutions’ remuneration policies incorporate measures to avoid conflicts
of interest. With this in mind, there is no direct linkage between the investment recommendations given by SG’s employees and any variable remuneration that they receive. However, the revenue
generated for SG as a result of the activities of its employees may be one of the various quantitative and qualitative factors that are considered in remuneration of SG’s employees, alongside an
assessment of the quality of service provided to clients and their commitment to the compliance and risk management arrangements of SG. This document is issued in the U.K. by the London
Branch of SG. SG is a French credit institution (bank) that is authorised and supervised by the European Central Bank (“ECB”) and the Autorité de Controle Prudentiel et de Résolution (“ACPR”) (the
French Prudential Control and Resolution Authority) and regulated by the Autorité des Marchés Financiers (the French financial markets regulator) (“AMF”). SG London Branch is authorised by the
ECB, the ACPR and the Prudential Regulation Authority (“PRA”) and subject to limited regulation by the Financial Conduct Authority (“FCA”) and the PRA. Details about the extent of our
authorization, supervision and regulation by the above mentioned authorities are available from us on request.

NOTICE TO U.S. INVESTORS:

Communications written by SG personnel in the U.S. are a product of SG Americas Securities LLC (“SGAS”), a U.S. registered broker-dealer and futures commission merchant (‘FCM”). SGAS is a
member of FINRA, NYSE, NFA and SIPC. Such communications are directed: (i) only to institutional investors (as defined under FINRA Rule 2210); (ii) when referencing options, only to such
institutional investors who have received and reviewed the proper options risk disclosure document titled "Characteristics and Risks of Standardized Options" at
http://www.optionsclearing.com/about/publications/character-risks.jsp.; and (iii), when referencing security futures, only to such institutional investors who have received and reviewed the proper
security futures risk disclosure document titled “Risk Disclosure Statement for Security Futures Contracts” at http://www.nfa.futures.org/NFA-compliance/publication-library/security-futures-
disclosure.pdf. Trading in options and security futures involves additional risks and is not suitable for all investors. Please visit http://www.sgasdisclosure.com/ for important disclosures regarding
SGAS and transactions you may enter into with SGAS.

In addition, for the sole purpose of CFTC Rule 1.71(a)(9), to the extent the trade idea or commentary contained herein includes an analysis of a price of a derivative and contains information
reasonably sufficient to base a decision to enter into a derivatives transaction, it is conveyed as a solicitation for entering into a derivatives transaction.

Communications that are written by SG personnel located outside the US are distributed in the U.S. pursuant to SEC Rule 15a-6. Distribution is restricted to “Major U.S. Institutional investors” only
(as defined in SEC Rule 15a-6). Any Major U.S. Institutional Investor wishing to discuss this institutional sales document, or effect transactions in any security or financial instrument discussed
herein should do so with or through their salesperson at SGAS. The SGAS registered address is at 245 Park Avenue, New York, NY, 10167. (212)-278-6000.

Transactions in derivative instruments involve numerous risks including, among others, market, counterparty default and liquidity risk. If you are a “U.S. person” (as defined by the U.S. Commaodity
Futures Trading Commission), please visit http://swapdisclosure.sgcib.com/ for important information with respect to derivative products. By transacting with SG, you are deemed to acknowledge
that you have read and accepted the information provided on the website.

SG and affiliates are not acting as your fiduciary under Section 15B of the Securities Exchange Act of 1934, as amended (the “Act”), and, unless we have agreed in writing to act as your municipal
advisor, our relationship will not be subject to the provisions of such Section 15B, the rules there under, or the rules issued by the Municipal Securities Rulemaking Board that relate to the provision
of advice to municipal entities or their obligated persons.

Exchange Traded Funds (“ETFs”) are redeemable only in specified units and only through a broker that is an authorized participant in that ETF program. SGAS acts as an authorized participant for a
number of ETF programs and participates in the creation and redemption of ETFs, including ETFs that may be referenced in this document. SGAS, as an authorized participant or otherwise, may
acquire securities of issuers of ETFs for the purpose of resale. Redemptions are for the underlying securities. The public trading price of a redeemable unit of an ETF may be different from its net
asset value. An ETF can trade at a discount or premium to the net asset value. There is always a risk of declining stock prices, which can cause investment losses. Clients should consider their
investment objectives and the risks, charges and expenses of an ETF before investing. Each ETF prospectus contains such information and it is recommended that clients review such prospectus
before investing.

NOTICE TO CANADIAN INVESTORS:

This document is intended for use by Permitted Clients, as defined under National Instrument 31-103, Accredited Investors, as defined under National Instrument 45-106, and to the extent related to
derivatives, Accredited Counterparties as defined under the Derivatives Act (Québec) and, in certain provinces, "Qualified Parties" as defined under applicable provincial rules or orders.

In Canada, certain services may be provided by Société Générale Capital Canada Inc. (“SGCC”), being a regulated entity, having a principal place of business at 1501 McGill College Ave., suite
1800, Montréal, Québec, Canada, H3A 3M8. SGCC is an affiliate of Société Générale S.A. (French banking institution) and SG Americas Securities LLC. SGCC is a member of the Canadian
Investor Protection Funds (www.cipf.ca). Société Générale S.A. is not a Canadian regulated financial institution and does not carry on business in Canada.

Canadian investors should consult their own tax advisors to determine the Canadian tax consequences of purchasing, holding and redeeming any product described herein. For the province of
Quebec (Canada), it is the express wish of the parties that this document be drawn up in the English language only. Il est de la volonté expresse des parties que ce document soit rédigé en anglais
seulement.
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NOTICE TO SWISS INVESTORS:

This document is reserved and must be given in Switzerland exclusively to (i) FINMA licensed entities (i.e. banks, securities dealers, fund managers, asset managers of funds and insurance
companies) or (i) pension funds and corporates having their own treasury department in Switzerland. The products mentioned in this document may not be suitable for all types of investors.

This document does not constitute an offer to purchase any product and it does not contain personal recommendations or personalized investment advice. It is not intended to substitute any
professional advice on investments in financial products. We have not checked the appropriateness or suitability of any financial products for you.

This document is of summary and generic nature. The products referred to herein involve numerous risks (including, without limitations, credit risk, market risk, liquidity risk and currency risk). In
respect of securities trading, please refer for more information on such risks to the risk disclosure brochure “Special Risks in Securities Trading (Edition 2008 and as updated from time to time)”,
which is available for free on the following website of the Swiss Bankers’ Association: http://www.swissbanking.org/en/home.

This document is neither a prospectus as per article 652a or 1156 of the Swiss Code of Obligations, a listing prospectus according to the listing rules of the SIX Swiss Exchange or any other
exchange or regulated trading facility in Switzerland, nor a simplified prospectus, key investor information document or prospectus as defined in the Swiss Federal Collective Investment Schemes
Act. Any benchmarks/indices cited in this document are provided for information purposes only. Investment decisions should only be taken based on the complete prospectus if available. Please
contact your SG contact person to receive a complete prospectus.

This document is not the result of a financial analysis and therefore is not subject to the “Directive on the Independence of Financial Research” of the Swiss Bankers Association.

NOTICE TO ASIA-PACIFIC INVESTORS:

For Hong Kong investors: This document is issued solely to “professional investors” within the meaning of the Securities and Futures Ordinance (Cap. 571) of Hong Kong and any rules made under
that Ordinance.

For Singapore investors: This document is distributed by MAS licensed representatives of SG, Singapore Branch and may only be provided to accredited investors, expert investors and institutional
investors, as defined in Section 4A of the Securities and Futures Act. If you wish to discuss this document or effect transactions in any security discussed herein should do so with or through MAS
licensed representatives of SG, Singapore Branch. If you are an accredited investor or expert investor, please be informed that in our dealings with you, we are relying on certain exemptions to the
Financial Advisers Act (“FAA”) - (1) the exemption in Regulation 33 of the Financial Advisers Regulations (“FAR”), which exempts us from complying with Section 25 of the FAA on disclosure of
product information to clients; (2) the exemption set out in Regulation 34 of the FAR, which exempts us from complying with Section 27 of the FAA on recommendations; and (3) the exemption set
out in Regulation 35 of the FAR, which exempts us from complying with Section 36 of the FAA on disclosure of certain interests in securities.

For Japan investors: This document is prepared by SG, Tokyo Branch and its affiliates (collectively, “SGTB”) and may only be provided to Qualified Institutional Investors as defined in Article 2,
Paragraph 3 of the Financial Instruments and Exchange Act of Japan and Article 10 of Cabinet Office Ordinance on Definitions Provided in Article 2 of the Financial Instruments and Exchange Act of
Japan.

For Korea investors: The product mentioned in this document may not be eligible or suitable for all types of investors. This document is not intended for private customers.

For Taiwan investors: This document is to present to you as a result of reverse enquiry and may only be distributed to “professional institutional investors” within the meaning provided in the
applicable regulations in Taiwan. The product(s) or service(s), if any, mentioned in this document are subject to laws and regulations and regulator’s requirements in Taiwan and may not be eligible
or available for sale in Taiwan.

For China investors: This document has been prepared and distributed by SG as a result of a reverse enquiry by you. Société Générale (China) Limited has not been involved with the preparation or
distribution of this document. The products or services that may be mentioned in this document may not be able to be provided in China. Any products or services mentioned in this document to be
provided are subject to laws and regulations and regulator's requirements in China, as well as the formally executed legal documents (if any).

For Australian Investors: SG is exempt from the requirement to hold an Australian financial services licence (“AFSL”) under the Corporations Act 2001 (Cth) in respect of financial services, in reliance
on ASIC Class Order 03/824, a copy of which may be obtained at the web site of the Australian Securities and Investments Commission, http://www.asic.gov.au/. The class order exempts financial
services providers with a limited connection to Australia from the requirement to hold an AFSL where they provide financial services only to wholesale clients in Australia on certain conditions.
Financial services provided by SG may be regulated under foreign laws and regulatory requirements, which are different from the laws applying in Australia. SG is not an authorised deposit-taking
institution within the meaning of the Banking Act 1959 nor is it regulated by the Australian Prudential Regulation Authority.

The information contained in this document is only directed to recipients who are wholesale clients as defined under the Corporations Act 2001.

For India investors: This document is to present to you the capabilities of SG and its subsidiaries or affiliates and is offered in India to only those Resident Indian Clients who have or who have
sought the requisite approvals from the Reserve Bank of India or any other competent authorities under the applicable laws and regulations. All the products mentioned in this document may not be
available to you.

Please also refer to http://email.sgmarkets.com/Content/resource/SGM_APAC_PRODUCT_DISCLAIMER
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