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GLOBAL X ETFs RESEARCH 

  Introducing the Global X Dow 30 Covered 

Call & Growth ETF (DYLG) 

 
On 7/26/2023, we listed the Global X Dow 30 Covered Call & Growth ETF (DYLG) on the New York Stock 

Exchange. DYLG is the latest addition to Global X’s covered call ETF suite, which is designed to offer 

investors both income and upside potential (though some may cap that potential). DYLG is our newest 

addition to the Global X covered call & growth lineup, which includes the Global X Nasdaq 100 Covered 

Call & Growth ETF (QYLG), the Global X S&P 500 Covered Call & Growth ETF (XYLG), and the Global X 

Russell 2000 Covered Call & Growth ETF (RYLG) in addition to our sector-based covered call and growth 

solutions. These covered call and growth funds write covered calls on 50% of the value of the underlying 

indexes or sector funds. 

Recent market performance within the United States has been driven in large part by interest rate 

decisions from the Federal Reserve (Fed), economic data surrounding inflation, and the ebbs and flows of 

the labor market. These forces have prompted elevated levels of volatility for equities and fixed income 

instruments alike. The rate environment has lent support to income-driven accounts, which have long been 

mired by an unfavorable backdrop. However, with the Fed’s path to tame inflation potentially reaching a 

plateau, and the jobs market proving fairly resilient, investors may well want to start leaning into potential 

changes in implied volatility by gaining exposure to options and the underlying market concurrently. 

DYLG: A Covered Call ETF Designed for Income and Growth Potential 

▪ The Global X Dow 30 Covered Call & Growth ETF (DYLG) buys the securities in the Dow Jones 
Industrial Average at the respective weights of that index, providing a differentiated exposure 
relative to other major domestic indices. 

▪ By writing at-the-money (ATM) index call options on 50% of the value of the stocks owned in the 
fund, investors are able earn premium income and benefit from roughly half of the upside potential 
of the underlying index. 

▪ Specific trading environments cater themselves well to the covered call & growth strategy. 
Elevated volatility can boost the fund’s yield by providing increased potential to receive better 
option premiums. 

 

Global X has broadened its suite of covered call-based options products significantly over the last few 

years, to a total of 12 funds that help service investors’ income needs through a lens of various risk 

exposures. The Global X Dow 30 Covered Call & Growth ETF (DYLG) follows a passively managed rules-

based methodology similar to other products in that suite in that it writes European style options that are 

cash settled and cannot be exercised until expiration. The calls are written at-the-money against half of its 

notional exposure on the third Friday of every month. This practice gives the fund a running potential 

income component as well as exposure to 50% of the upside potential of the option’s reference asset, the 

Dow Jones Industrial Average. 
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Related ETFs 

Please click below for fund 
holdings and important 
performance information. 
 
DYLG – Global X Dow 30 
Covered Call & Growth ETF 

QYLG – Global X Nasdaq 100 
Covered Call & Growth ETF 

XYLG – Global X S&P 500 
Covered Call & Growth ETF 

DJIA – Global X Dow 30 
Covered Call ETF 

QYLD – Global X Nasdaq 100 
Covered Call ETF 

XYLD Global X S&P 500 
Covered Call ETF 

RYLD – Global X Russell 2000 
Covered Call ETF 

RYLG – Global X Russell 2000 
Covered Call & Growth ETF 

 

https://www.globalxetfs.com/
https://www.globalxetfs.com/about/
https://www.globalxetfs.com/news/
https://www.globalxetfs.com/research/
https://www.globalxetfs.com/contact/
https://www.globalxetfs.com/privacy/
https://www.globalxetfs.com/
https://www.globalxetfs.com/funds/dylg/
https://www.globalxetfs.com/funds/dylg/
https://www.facebook.com/globalxetfs
https://www.linkedin.com/company/globalxetfs/
https://www.tiktok.com/@globalxetfs
https://twitter.com/globalxetfs
https://www.instagram.com/globalxetfs/
https://www.youtube.com/globalxetfs
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Choosing the Dow Jones Industrial Average as a Reference Asset 

The Dow Jones Industrial Average is a price-weighted index, which is made up mostly of financial, 

healthcare, and industrial companies. Its constituency is not selected based on many formal specific 

quantitative rules. Selections need only be of the large-cap variety, trade on the S&P 500, and conduct 

business outside the realms of the transportation and utility sectors. From this pool, an index committee 

determines 30 highly reputable companies for inclusion that have exhibited sustained growth and dubs 

them “Blue Chips”. This differentiates it from the other major domestic indices like the Nasdaq 100 and 

S&P 500, which are market-cap weighted and tend to lean heavily toward businesses that operate in the 

communications and technology sectors.  

https://www.globalxetfs.com/
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The underlying composition of these respective indices has historically dictated their performance. For 

instance, during times of economic prosperity, when equities are generally moving in a positive direction, 

the Nasdaq 100, with its growth-driven framework, has historically achieved better gains than the Dow 

Jones Industrial Average and the S&P 500. That said, in times when economic support is harder to find, 

like during the 2008 financial crisis, the Dow Jones has held ground better against drawdowns than the 

Nasdaq 100, and periodically proven more resilient than the S&P 500, as well.1 The price-weighted nature 

of the Dow Jones Industrial Average lends the index to exhibit lower levels of volatility than that of the S&P 

500. Likewise, its sector exposures and makeup centered around financial and health care stocks can 

make it less susceptible to wide swings in price than the Nasdaq 100. The chart below highlights these 

characteristics. Notably, the Dow Jones Industrial Average has exhibited softer levels of implied volatility 

than each of the other two indexes for most of the last twenty plus years.  

https://www.globalxetfs.com/
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https://www.globalxetfs.com/research/
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DYLG Coverage Percentage: The Tradeoff Between Growth & Income 

The funds in the Global X Covered Call suite vary not only in the underlying assets that they seek to track, 

but also in the balance of notional value that they strive to cover. For instance, the Global X Dow 30 

Covered Call ETF (DJIA) writes monthly calls against the entirety of its holdings, putting a cap on all 

potential price appreciation in exchange for higher levels of premium income. This is more of a 

conservative scenario than the one offered by the Global X Dow 30 Covered Call & Growth ETF (DYLG), 

which foregoes only half of the upside potential achievable by the underlying assets by writing call options 

against 50% of its notional balance. 

The fully covered approach taken by DJIA seeks to achieve the maximum amount of current income for its 

investors and helps to de-lever risk from their respective portfolios. DYLG is designed to provide more of a 

modest degree of current income, but it’s balanced approach allows investors to maintain capital exposure 

to half of the upside potential of the reference asset. DYLG also provides similar sector diversification to 

that of DJIA, since they both harness the Dow Jones Industrial Average as their underlying index. That 

said, with DYLG retaining exposure to 50% of any gains of the Dow Jones Industrial Average over the life 

of each option, investors are still able to express a bullish attitude over a given time horizon. With the 

addition of DYLG, this tradeoff between growth and income is now expressible across the entirety of the 

Global X Covered Call suite. 

https://www.globalxetfs.com/
https://www.globalxetfs.com/about/
https://www.globalxetfs.com/news/
https://www.globalxetfs.com/research/
https://www.globalxetfs.com/contact/
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https://www.globalxetfs.com/
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Implementing the Dow 30 Covered Call & Growth Strategy 

Covered call & growth strategies can be valuable in particular trading environments. To wit, it is important 

to note the long-standing relationship that has been held between option premium pricing and volatility. 

This association may well influence the coverage decision. As market volatility rises, premiums received 

from writing call options typically increase as well. Meantime, the value of the underlying assets on which 

the options are written become more prone to wider swings in value. This supports the case for a covered 

call & growth strategy should investors want to participate in the growth potential of the Dow Jones 

Industrial Average but still like to establish a current income stream as well. The chart below highlights the 

option premiums and distributions that have been realized by DJIA since its inception, relative to our other 

fully covered funds. Although it may not prove the case every time, the premiums received from DYLG are 

expected to be roughly half of those attained by DJIA. 

https://www.globalxetfs.com/
https://www.globalxetfs.com/about/
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1As a general guideline, the monthly distribution of QYLD, XYLD, RYLD, and DJIA is approximately capped 

at the lower of: a) half of premiums received, or b) 1% of net asset value (NAV). The excess amount of 

option premiums received, if applicable, is reinvested into the fund. Year-end distributions can exceed the 

general guideline due to capital gains that are paid out at the end of the year. 

Seeking to investigate the fund’s potential premiums with more granularity, the chart below harnesses a 

Black-Scholes options pricing model using a 50% covered call Dow Jones Industrial Average 

strategy.2 The relationship between the modeled premiums for the Dow Jones Industrial Average and 

implied levels of volatility is also notably close. 

https://www.globalxetfs.com/
https://www.globalxetfs.com/about/
https://www.globalxetfs.com/news/
https://www.globalxetfs.com/research/
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https://www.globalxetfs.com/
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The association between premiums and volatility denotes how recent market turbulence might contribute to 

higher levels of income when selling covered calls. The decision to cover half or the entirety of an 

investment harnessing DJIA or DYLG is now possible, and depends on an investor’s goals and risk 

temperament. 

Conclusion 

We believe today’s macroeconomic environment lends itself well to a covered call and growth strategy. 

Markets like the Dow Jones Industrial Average are trading with elevated volatility, and this is creating an 

environment where wider premiums might be attained. What’s more, investors bearing concern over the 

potential for an economic recession, or an extended period of elevated borrowing rates, are potentially 

seeking more conservative positions. Investments in a fund like the Global X Dow 30 Covered Call & 

Growth ETF (DYLG) may represent a good solution against this backdrop, granting exposure to the 

underlying index, which would otherwise require a buyer to take positions in thirty different equities and 

investigate their own call writing strategy. 

 

Footnotes 

1. Bloomberg L.P. COMP [SPX, NDX, DJI Indexes from October 31, 2007 to March 9, 2009] Data Set. 

2. The Black Scholes model is a flagship model used to calculate the fair price for an option using current stock 
price, expected dividends, strike price of an option, expected interest rates, time to expiration and expected 
volatility. The model assumes that dividends are not paid, the option can only be exercised at expiration, risk-
free rate and volatility of the underlying investment are known and constant, no transaction costs are involved 
in buying the option, markets are efficient, and the returns are log-normally distributed. 
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Glossary 

 

Option: An option is a contract sold by one party to another that gives the buyer the right, but not the obligation, 
to buy (call) or sell (put) a stock at an agreed upon price within a certain period or on a specific date. A call is 
most likely to be used when the price of a security is expected to increase. A put is most likely to be used when 
the price of a security is expected to decline. 

The Cboe NASDAQ-100 Volatility Index: Commonly referred to as VXN, reflects a market estimate of future volatility of 
the Nasdaq 100 Index options, based on the weighted average of the implied volatilities. 

Cboe DJIA Volatility Index: Reflects a market estimate of future volatility of the Dow Jones Industrial Average index 
options, based on the weighted overage of the implied volatilities. 

At-the-money: Moneyness refers to an option’s strike price relative to the price of its reference asset. At -the-
money implies that the strike price of the option is equivalent to the price of the reference asset.  

Dow Jones Industrial Average Index: The index is a price-weighted measure of 30 U.S. blue-chip companies. 
The index includes all industries except transportation and utilities.  

Nasdaq 100: The Nasdaq 100 index includes 100 of the largest non-financial companies listed on its stock market. 

S&P 500: S&P 500 Index tracks the performance of 500 leading U.S. stocks and captures approximately 80% 
coverage of available U.S. market capitalization. It is widely regarded as the best single gauge of large -cap U.S. 
equities. 

Covered Call: A covered call involves purchasing securities, such as equities, and then simultaneously selling a 
call option on those securities. 

 

 
Information provided by Global X Management Company LLC. 

This material represents an assessment of the market environment at a specific point in time and is not intended to be a forecast of future 
events, or a guarantee of future results. This information is not intended to be individual or personalized investment or tax advice and 
should not be used for trading purposes. Strategies discussed may not be suitable for all investors. Please consult a financial advisor or 
tax professional for more information regarding your investment and/or tax situation. 

Index returns are for illustrative purposes only and do not represent actual fund performance. Index returns do not reflect any management 
fees, transaction costs or expenses. Indexes are unmanaged and one cannot invest directly in an index. Past performance does not 
guarantee future results. 

Investing involves risk, including possible loss of principal. Diversification does not ensure a profit or guarantee against a loss. 
Concentration in a particular industry or sector will subject the Funds to loss due to adverse occurrences that may affect that industry or 
sector. Investors in the Funds should be willing to accept a high degree of volatility in the price of the fund’s shares and the possibility of 
significant losses. 

The Funds engage in options trading. By selling covered call options, they limit their opportunity to profit from an increase in the price of 
the underlying index above the exercise price, but continue to bear the risk of a decline in the index. While the funds receive premiums 
from writing the call options, the price they realize from the exercise of an option could be substantially below the index’s current market 
price. A liquid market may not exist for options held by the funds. DJIA, DYLG, QYLD and QYLG are non-diversified. 

Shares of ETFs are bought and sold at market price (not NAV) and are not individually redeemed from the Fund. Brokerage commissions 
will reduce returns.  

This material must be accompanied by the funds’ full or summary prospectuses. Please read the prospectus carefully before 
investing. 

Global X Management Company LLC serves as an advisor to Global X Funds. The Funds are distributed by SEI Investments Distribution 
Co. (SIDCO), which is not affiliated with Global X Management Company LLC or Mirae Asset Global Investments. Global X Funds are not 
sponsored, endorsed, issued, sold or promoted by Cboe, NASDAQ, Standard & Poors or Dow Jones, nor do Cboe, NASDAQ, Standard & 
Poors or Dow Jones make any representations regarding the advisability of investing in the Global X Funds. Neither SIDCO, Global X nor 
Mirae Asset Global Investments or Global X are affiliated with Cboe, NASDAQ, Standard & Poors or Dow Jones. 
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