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Successful investing is not just about the final destination, 
the journey can be equally important. BlackRock believes 
those who focus only on maximizing returns may fail to 
account for potential volatility along the way. In contrast, 
those who fixate on short-term volatility may be tempted 
to time the market and could find themselves selling at  
the bottom and missing out on the upside of a recovery. 
BlackRock believes that investors may want to consider 
lower volatility strategies, such as those used by equity 
covered-call closed-end funds, which can help to manage 
portfolio risk and potentially produce a better risk-
adjusted outcome.

Managing volatility with an equity 
covered call strategy
BlackRock believes a covered call strategy may reduce 
volatility in your portfolio. In a covered call strategy, 
investors sell, or write, covered call options against   
their equity holdings and receive an upfront “option 
premium” in exchange for forgoing some potential capital 
appreciation. These option premiums generate cash flows 
which help to mitigate some of the downside risk to 
owning the stock. In exchange, the fund that owns the 

underlying equity security, as the option writer, is 
obligated to sell the underlying equity security at the call’s 
strike price. In this regard, upside participation potential  
is limited by the strike price plus the initial premium. 
BlackRock believes that by using  an equity covered call 
strategy, investors can reduce portfolio volatility by 
capturing option premiums, without having to sacrifice 
long-term performance.

Insurance markets allows purchasers to protect against 
uncertain events and risks. For instance, automobile 
insurance protects car owners in the unfortunate event of 
an accident in exchange for a premium. Option markets 
work in a similar fashion. Investors who want to protect 
their portfolios from volatility or other uncertain outcomes 
often buy options. A key component to the price (premium 
paid) of such an option is implied volatility, which is  
the market’s expectation as to future price changes. 
Ultimately, this implied volatility can be compared to the 
subsequent actual realized volatility  of how the asset 
actually performed (as seen on the chart on page 2). 
Historically, implied volatility has been greater than 
realized volatility, creating what is often referred to as  
the “volatility risk premium.”

Implied volatility (VIX) minus subsequent S&P 500 realized volatility — average per year (2000 – 2021)
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Source: BlackRock, Bloomberg, as of 12.31.2021. Estimated average per year of the spread between end-of-week values for VIX and for subsequent 30-trading-day historic volatility for 
S&P 500. The difference between the implied and the realized volatility is a risk premium potentially earned by the investor.
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Just like car owners or other insurance buyers, many 
investors are often willing to pay a premium upfront to 
avoid uncertain and potentially larger losses in the future. 
In this regard, option sellers are positioned to benefit from 
the volatility risk premium over the long run.

What is a capture ratio? 
BlackRock strongly believes in the importance of limiting 
downside risk. As demonstrated below, the greater a 
drawdown in the portfolio, the greater the return is needed 
to break even.

Considering the example below, BlackRock believes 
investors should not only consider the returns to their 
portfolio but also the risk. In our view, reducing exposure 
to drawdowns can lead to long term outperformance.  
One method for doing this is to use investments with low 
“capture ratios,” or investments that move less in both up 
and down markets. A capture ratio seeks to quantify a 
portfolio’s performance relative to its benchmark in both 
rising (an upside capture ratio) and falling (a downside 
capture ratio) market scenarios. Generally, a portfolio that 
is designed to produce less volatility will have upside and 
downside capture ratios of less than 1. Over the long term, 
these portfolios have generally resulted in greater wealth 
by virtue of their downside mitigation.

The math: Why limiting volatility (downside risk) is so important

Breaking even

Once you get
to losses >20%
it really starts
to impair
your portfolio

$1.00 $1.00

$0.50

-50% +100%

Source: BlackRock. For illustrative purposes only. Past performance does not guarantee or indicate future results.

Investment loss Return needed  
to breakeven

-1% +1.01%

-5% +5.3%

-10% +11%

-20% +25%

-30% +43%

-40% +67%

-50% +100%

-60% +150%

-70% +233%
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The graph above shows performance, as of December,  
of a $100,000 investment in the S&P 500 Total Return 
Index through upside and downside markets since  
2000. A capture ratio of 1, or 100% of both upside and 
downside markets over the period, yielded a total return 
of $369k. By contrast, a capture ratio of 0.84, or 84% of 
both upside and downside markets over the period, 
yielded a total return of $381k. This suggests that 
capturing less than 100% of the upside and downside 
markets can produce a greater wealth by minimizing risk 
and reducing drawdowns.

Equity covered call closed-end funds
BlackRock believes that active management can produce 
better outcomes in the equity covered call universe, 
specifically in the closed-end fund structure. Such 
management combines active security selection with an 

active option overwrite strategy. BlackRock equity covered 
call closed-end funds (the “funds”) employ a strategy that 
includes a focus on single stock options while varying the 
amount of overwriting (selling) on  the portfolio (typically 
between 25-60%) as well as diversifying both the 
moneyness* and time to maturity of the options.  
As indicated in the chart on page 5, this approach has 
produced lower downside capture ratios than their 
underlying index for the funds. In addition, the funds  
have achieved higher upside capture ratios than their 
downside capture ratios since their respective inceptions. 
This asymmetric capture ratio means that, on average,  
the funds have achieved greater participation in rising 
markets with comparably lower participation in declining 
markets. As a result, the funds have generally been able to 
produce superior risk adjusted returns as shown by their 
Sharpe Ratio when compared to the underlying equity 
benchmark (see “Benchmark” section for further details).

Illustrative capture ratio vs. performance - S&P 500 total return index (Last 20 years) - Growth of $100k

2000

● 100% capture  ● 84% capture

2002 2004 2006 2008 2010 2012 2014 2016 2018 2020

-40%
+98%

+108%

+407%

+81%

+47%
-18%

-20%

+451%

-51%

-46%

-45%

$100k

$381k

$369k

Source: Morningstar and BlackRock as of 12/31/2021. Illustrative example of how capture ratios work in general, and is not a reflection of capture ratios of closed-end funds. Performance 
data quoted represents past performance and is no guarantee of future results. Index performance is for illustrative purposes only and does not represent the performance of any 
BlackRock fund or account. It is not possible to invest directly in an unmanaged index. Upside capture is the average return of a portfolio during positive index quarters divided by average 
return of benchmark during positive quarters. For examples, upside capture of 110% would indicate that, on average, for every 1% the index returns, the portfolio will return 1.1%. Downside 
capture is the average return of a portfolio during negative index quarters divided by average return of benchmark during negative quarters. For example, downside capture of 75% would 
indicate that, on average, for every -1% the index returns, the portfolio will return -0.75%.

* Moneyness: relative position of the current price of a stock with respect to the option’s strike price.
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BlackRock equity closed-end funds – Capture ratio

Capture rates (since inception)

Fund name Ticker Upside Downside Spread

BlackRock Energy and Resources Trust BGR 103.7% 97.5% 6.2%

BlackRock Health Sciences Trust BME 96.5% 78.4% 18.1%

BlackRock Enhanced Global Dividend Trust BOE 86.2% 81.0% 5.2%

BlackRock Enhanced Equity Dividend Trust BDJ 79.2% 71.8% 7.4%

BlackRock Enhanced Capital and Income Fund CII* 87.2% 79.1% 8.1%

BlackRock Enhanced International Dividend Trust BGY 83.3% 76.4% 6.9%

BlackRock Resources & Commodities Strategy Trust BCX 91.8% 86.6% 5.2%

BlackRock Utilities, Infrastructure, & Power 
Opportunities Trust BUI 95.6% 79.8% 15.8%

BlackRock Science and Technology Trust BST 93.2% 71.4% 21.8%

BlackRock Science and Technology Trust II BSTZ 96.2% 58.6% 37.6%

BlackRock Health Sciences Trust II BMEZ 84.1% 48.3% 35.8%

Source: BlackRock, as of 12/31/21, from each respective Fund inception date except for CII *which implemented its options strategy on 11/30/06.
Capture Ratios: Upside Capture = average monthly fund return divided by average equity benchmark return for positive return periods.  
Downside Capture: Average monthly fund return divided by average equity benchmark return for negative return periods.   
Equity Benchmarks: BCX-AGG (S&P Global Natural Resources TR USD/MSCI ACWI Select Liquidity Natural Resources) BDJ (Russell 1000 Value TR USD)/MSCI US Value, BGO (MSCI ACWI 
TR USD), BGR (MSCI World/Energy GR USD), BGY (MSCI ACWI Ex-USA NR USD), BME (Russell 3000/Health Care TR USD/MSCI USA IMI Healthcare), BST & BSTZ (MSCI World All Country 
Information Technology NR USD) BUI (60% S&P Global Infrastructure TR USD, 40% S&P 1500 Utilities TR/MSCI World Select Energy Utilities & Industrials) and CII (S&P 500/MSCI U.S). 
Dates: Fund Inception, CII Option Strategy 11/30/06. Underlying equity benchmarks switched to MSCI on 1/1/2019 if not MSCI already. 

Who can potentially benefit from equity 
covered call strategies?
Closed-end funds that employ an equity covered call 
strategy may benefit equity income investors seeking the 
following qualities.

 • Potential for higher income relative to a long-only equity 
portfolio. Distribution rates for equity covered call closed-
end funds are typically higher than rates of long-only 
equity fund (as of 2/28/22, the average equity CEF had a 
distribution rate of 7.0% according to Lipper). In general, 
writing (selling) options generates cash flow that can help 
support a fund’s distribution rate.

 • A lower-beta** approach that may be less volatile than 
long-only equity investments. Closed-end funds using 
covered call strategies generally perform better than 
long-only equity indexes in flat or volatile markets as 
compared to upward trending markets. However, 
because the use of a covered call strategy such funds 
will also generally underperform in upward trending 
markets as the covered call strategy limits the fund’s 
ability to benefit from capital appreciation.

 • Potential for higher risk-adjusted returns as compared to 
a long-only equity portfolio. Over a market cycle, equity 
covered call strategies have generally exhibited the 
ability to reduce portfolio volatility without sacrificing 
performance as compared to a long-only benchmark as 
seen in the Sharpe Ratio chart on the page 6.

* CII started utilizing an option over-writing strategy in November 2006.   ** Beta is a risk measure commonly used to measure a fund to its benchmark. For example, if the U.S. Equity market 
(as measured by the S&P500 Index) has a beta of 1.0, a fund’s beta will either be greater than or less than one, depending on its risk relative to the benchmark. A beta of less than 1.0 indicates 
a fund carries less risk than the market, while a beta of greater than 1.0 indicates a fund carries more risk than market.
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BlackRock equity closed-end funds – Sharpe ratio (since inception)

Sharpe ratio

Fund name Ticker Fund Index

BlackRock Energy and Resources Trust BGR 0.15 0.08

BlackRock Health Sciences Trust BME 1.07 0.78

BlackRock Enhanced Global Dividend Trust BOE 0.51 0.45

BlackRock Enhanced Equity Dividend Trust BDJ 0.52 0.46

BlackRock Enhanced Capital and Income Fund CII* 0.71 0.60

BlackRock Enhanced International Dividend Trust BGY 0.23 0.13

BlackRock Resources & Commodities Strategy Trust BCX 0.15 0.05

BlackRock Utilities, Infrastructure, & Power Opportunities Trust BUI 1.02 0.78

BlackRock Science and Technology Trust BST 1.41 1.26

BlackRock Science and Technology Trust II BSTZ 1.67 1.93

BlackRock Health Sciences Trust II BMEZ 1.27 1.30

Source: BlackRock as of 12/31/2021 based on each fund’s net asset value. * CII started utilizing an option over-writing strategy in November 2006. The Sharpe Ratio is a measure for 
calculating risk-adjusted returns. The higher the Sharpe Ratio of a closed-end fund, the better the fund’s historical risk-adjusted performance. A negative Sharpe Ratio may not be a true 
reflection of the Fund’s risk-adjusted return as higher volatility can lead to an improvement in the Sharpe Ratio. For description of benchmark see “Benchmark” section. Performance data 
quoted represents past performance and does not guarantee future results. Current performance may be lower or higher than the performance data quoted.

Total return (net asset value - annualized)

Fund name Ticker 1-year 3-year 5-year 10-year

BlackRock Energy and Resources Trust BGR 38.4% 3.8% -1.3% -0.5%

BlackRock Health Sciences Trust BME 10.7% 16.7% 15.8% 15.9%

BlackRock Enhanced Global Dividend Trust BOE 16.2% 14.3% 9.6% 8.4%

BlackRock Enhanced Equity Dividend Trust BDJ 19.3% 14.5% 10.0% 10.3%

BlackRock Enhanced Capital and Income Fund CII* 22.0% 20.2% 14.9% 12.9%

BlackRock Enhanced International Dividend Trust BGY 11.9% 13.3% 9.3% 6.6%

BlackRock Resources & Commodities Strategy Trust BCX 27.2% 14.4% 8.1% 3.7%

BlackRock Utilities, Infrastructure, & Power Opportunities Trust BUI 15.1% 18.8% 13.3% 10.6%

BlackRock Science and Technology Trust BST 9.2% 36.5% 30.0% —

BlackRock Science and Technology Trust II BSTZ 8.4% — — —

BlackRock Health Sciences Trust II BMEZ -8.3% — — —

Source: BlackRock as of 12/31/2021. Returns greater than one year are annualized. The performance quoted represents past performance 
and does not guarantee future results. Investment return and principal value of an investment will fluctuate so that an investor’s shares, 
when sold, may be worth more or less than the original cost. Current performance may be lower or higher than the performance quoted. 
For current fund returns as month-end, please visit blackrock.com/CEF.
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About BlackRock 
BlackRock’s purpose is to help more and more people 
experience financial well-being. As a fiduciary to investors 
and a leading provider of financial technology, we help 
millions of people build savings that serve them throughout 
their lives by making investing easier and more affordable. 
For additional information on BlackRock, please visit  
www.blackrock.com/corporate | Twitter: @blackrock  
LinkedIn: www.linkedin.com/company/blackrock

Availability of fund updates
BlackRock will update performance and certain other  
data for the Fund on a monthly basis on its website in the 
“Closed-end Funds” section of www.blackrock.com as well 
as certain other material information as necessary from 
time to time. Investors and others are advised to check  
the website for updated performance information and the 
release of other material information about the Fund.  
This reference  to BlackRock’s website is intended to  
allow investors public access to information regarding the 
Fund  and does not, and is not intended to, incorporate 
BlackRock’s website in this release.

Disclosure:

Benchmarks: 

Benchmark: BCX (S&P Global Natural Resources TR USD), BDJ (Russell 1000 Value TR USD), BOE (MSCI ACWI TR USD), BGR (MSCI World/Energy GR USD), BGY (MSCI ACWI Ex-USA NR 
USD), BME (Russell 3000/Health Care TR USD), BST (MSCI World All Country Information Technology NR USD) BUI (60% S&P Global Infrastructure TR USD, 40% S&P 1500 Utilities TR) 
and CII (S&P 500). 

Index definitions:

S&P Global Natural Resources TR USD: The index includes 90 of the largest publicly-traded companies in natural resources and commodities businesses that meet specific investability 
requirements, offering investors diversified and investable equity exposure across 3 primary commodity-related sectors: agribusiness, energy, and metals & mining. Russell 1000 Value TR 
USD: An index of approximately 1,000 of the largest value companies in the U.S. equity markets. MSCI ACWI TR USD: The MSCI ACWI captures large and mid cap representation across 23 
Developed Markets and 24 Emerging Markets countries. With 2,491 constituents, the index covers approximately 85% of the global investable equity opportunity set. MSCI World/Energy 
GR USD: The MSCI World Energy Index is designed to capture the large and mid cap segments across 23 Developed Markets countries. All securities in the index are classified in the Energy 
sector as per the Global Industry Classification Standard (GICS®).

MSCI ACWI Ex-USA NR USD: The MSCI ACWI ex USA Index captures large and mid cap representation across 22 of 23 Developed Markets (DM) countries (excluding the U.S.) and 24 
Emerging Markets (EM) countries*. With 1,859 constituents, the index covers approximately 85% of the global equity opportunity set outside the U.S. Russell 3000/Health Care TR USD: 
The Russell 3000 Health Care Index is an unmanaged index representative of companies involved in medical services or health care in the Russell 3000 Index, which is comprised of the 
3,000 largest U.S. companies as determined by total market capitalization. MSCI World All Country Information Technology NR USD: The Index is designed to capture the large and mid cap 
segments across 23 Developed Markets countries. All securities in the index are classified in the Information Technology sector as per the Global Industry Classification Standard (GICS®) 
S&P Global Infrastructure TR USD: S&P Global Infrastructure Index is designed to track 75 companies from around the world chosen to represent the listed infrastructure industry while 
maintaining liquidity and tradability. To create diversified exposure, the index includes three distinct infrastructure clusters: energy, transportation, and utilities. S&P 1500 Utilities TR USD: 
S&P Composite 1500® Utilities Index comprises those companies included in the S&P Composite 1500 that are classified as members of the GICS® utilities sector.

   7

USWAH0322U/S-2090665-7/8

http://www.blackrock.com/corporate
https://twitter.com/blackrock
http://www.linkedin.com/company/blackrock


Carefully consider the Funds’ investment objectives, risk factors, and charges and expenses before investing. This and 
other information can be found in the Funds’ prospectuses and shareholder reports which may be obtained by visiting 
the SEC Edgar database. Read the prospectus carefully before investing.

Common shares of the closed-end funds identified above are only available to the public for purchase and sale at current market price on a stock exchange. A closed-end fund’s investment 
return, dividend yield, market price and NAV will fluctuate with market conditions. The information for these funds is provided for informational purposes only and does not constitute a 
solicitation of an offer to buy or sell Fund shares.

Performance results reflect past performance and are no guarantee of future results. Current performance may be lower or higher than the performance data quoted. All 
returns assume reinvestment of all dividends. The market value and net asset value (NAV) of a fund’s shares will fluctuate with market conditions. At the time of sale, your 
shares may have a market price that is above or below net asset value, and may be worth more or less than your original investment. Closed-end funds may trade at a 
premium to NAV but often trade at a discount.

The funds are actively managed and their characteristics will vary. The values of the securities owned by the funds fluctuate in price so the value of your investment can go down depending 
on market conditions. International investing involves special risks including, but not limited to political risks, currency fluctuations, illiquidity and volatility. These risks may be heightened 
for investments in emerging markets. Investments in emerging markets may be considered speculative and are more likely to experience hyperinflation and currency devaluations, which 
adversely affect returns. In addition, many emerging securities markets have lower trading volumes and less liquidity. The funds may use derivatives to hedge their investments or to seek to 
enhance returns. Derivatives entail risks relating to liquidity, leverage and credit that may reduce returns and increase volatility.

There is no assurance that any fund will achieve its investment objective. Each Fund is subject to numerous risks, including investment risks. None of the funds is a complete investment 
program and you may lose money investing in a fund. An investment in a fund may not be appropriate for all investors.

Closed-end fund shares are not deposits or obligations of, or guaranteed by, any bank and are not insured by the FDIC or any other agency. Investing involves risk, including possible loss of 
principal amount invested. This is not a prospectus intended for use in the purchase or sale of any fund’s shares. Shares may only be purchased or sold through registered broker/dealers. For 
more information regarding any of BlackRock’s closed-end funds, please call BlackRock at 800-882-0052.

Risks Associated with Options on Securities. There are several risks associated with transactions in options on securities. For example, there are significant differences between the 
securities and options markets that could result in an imperfect correlation between these markets, causing a given transaction not to achieve its objectives. A decision as to whether, when 
and how to use options involves the exercise of skill and judgment, and even a well-conceived transaction may be unsuccessful to some degree because of market behavior or unexpected 
events. As the writer of a covered call option, a fund forgoes, during the option’s life, the opportunity to profit from increases in the market value of the security covering the 
call option above the sum of the premium and the strike price of the call, but has retained the risk of loss should the price of the underlying security decline. In other words, 
as a fund writes covered calls over more of its portfolio, the fund’s ability to benefit from capital appreciation becomes more limited. The writer of an option has no control over 
the time when it may be required to fulfill its obligation as a writer of the option. Once an option writer has received an exercise notice, it cannot effect a closing purchase transaction in order 
to terminate its obligation under the option and must deliver the underlying security at the exercise price. If a fund writes call options on indices or baskets of securities that include securities 
that are not in the fund’s portfolio or that are not in the same proportion as securities in the fund’s portfolio, the fund will experience loss, which theoretically could be unlimited, if the value 
of the index or basket appreciates above the exercise price of the option written by the fund. As such, an option over-write strategy may outperform the general equity market in flat 
or falling bear markets but underperform in rising bull markets. Writing covered call options entails certain additional risks, which include, but are not limited to, the following: an 
increase in the value of the underlying equity security above the exercise price can result in the exercise of a written option (sale by the fund to a counterparty) when the fund may not 
otherwise have sold the security; exercise of the option by the counterparty will result in a sale below the current market value and will result in a gain or loss being realized by the fund.

Tax Considerations of Equity Covered Call Funds. Many covered call funds have a level or managed distribution plan with goal of providing shareholders with consistent cash flows by 
setting distribution rates based on expected long-term returns of the fund. In the event that a covered call fund does not have sufficient earnings to support its distributions, all or a portion 
of its distribution will be a return of a portion of an investor’s original investment, characterized as a “return of capital,” which should not be confused with yield or income. The final tax 
characterization of distributions is determined after the fiscal year and is reported to shareholders on Form 1099. The tax rules applicable to covered call funds are complex.

BlackRock does not provide tax advice, and investors should consult their professional advisors before making any tax or investment decision.

Some BlackRock closed-end funds may utilize leverage to seek to enhance the yield and net asset value of their common stock, through bank borrowings, issuance of short-term debt 
securities or shares of preferred stock, or a combination thereof. However, these objectives cannot be achieved in all interest rate environments. While leverage may result in a higher yield for 
the fund, the use of leverage involves risk, including the potential for higher volatility of the NAV, fluctuations of dividends and other distributions paid by the fund and the market price of the 
fund’s common stock, among others. There is no assurance that a fund’s leveraging strategy will be successful. While a common investment practice by many closed-end fund managers, 
leverage cannot assure a higher yield or return to the holders of the common shares.

Some BlackRock closed-end funds make distributions of ordinary income and capital gains only at calendar year end, or make additional distributions of ordinary income and capital gains 
at calendar year end in order to maintain their qualification for pass through tax treatment as a “regulated investment company” under the Internal Revenue Code. Those distributions 
temporarily cause extraordinarily high yields. There is no assurance that a fund will repeat that yield in the future. To the extent a BlackRock closed-end fund makes subsequent regular 
monthly distributions of ordinary income and/or capital gains, such distributions will likely be lower than such calendar year end distributions. Fund details, holdings and characteristics are 
as of the date noted and subject to change.

The opinions expressed are those of BlackRock as of March 31, 2020, and are subject to change at any time due to changes in market or economic conditions. BlackRock makes no 
undertaking to change this document in response to such changes. These comments should not be construed as a recommendation of any individual holdings or market sectors.

This material is provided for informational purposes only and does not constitute a solicitation in any jurisdiction in which such solicitation is unlawful or to any person to whom it is unlawful. 
Moreover, it neither constitutes an offer to enter into an investment agreement with the recipient of this document nor an invitation to respond to it by making an offer to enter into an 
investment agreement. This material is not intended to be relied upon as a forecast, research or investment advice, and is not a recommendation, offer or solicitation to buy or sell any 
securities or to adopt any investment strategy. The information and opinions contained in this material are derived from proprietary and nonproprietary sources deemed by BlackRock to be 
reliable, are not necessarily all-inclusive and are not guaranteed as to accuracy. There is no guarantee that any forecasts made will come to pass. Any investments named within this material 
may not necessarily be held in any accounts managed by BlackRock. Reliance upon information in this material is at the sole discretion of the reader.

© 2022 BlackRock, Inc. All Rights Reserved. BLACKROCK is a trademark of BlackRock, Inc. or its subsidiaries in the United States and elsewhere. All other trademarks are those of their 
respective owners.

Prepared by BlackRock Investments, LLC, member FINRA.
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