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Introduction

1 Senior Director of Index
‘ Research & Development option overlays. We learned how options can be tailored to meet different types of

at Nasdag defined outcomes, and how ETFs with options make it easier for investors to
access these strategies.

Robert Jankiewicz, CFA
= Last year, we wrote about the growing trend in exchange traded funds (ETFs) with

Americas Index R&D
l'l Nasdaqg’s Americas Index In today's post we update some of the previous data that highlight the growth in
R&D team the option ETF market & take a deep dive into some of the newer income solutions
that have entered the landscape recently.

The Option ETF Landscape is Growing

In 2025, there were nearly 1,00 new U.S.-listed ETF launches, bringing the total universe of U.S. ETFs to around 5,000 -
a figure that is greater than the number of individually-listed companies. Of the roughly 1,100 new launches, around 25%
were those which utilize options as a core component of the investment strategy (for simplicity, we refer to these funds as
“option ETFs") (Chart 1). In fact, the proportion of option ETF launches as a percentage of total launches has been rising,
especially for equity ETFs, since 2018.

Chart 1: Count of U.S. ETP Launches

Count of U.S. ETP Launches

Note: Based on all U.S.-listed ETPs (all asset classes). Funds categorized based on "Quant Type" according to the Nasdag Taxonomy. Option ETFs are those marked as Option Overlay. Annual data from January 2000 through December 2025,
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With the 270+ new additions to the U.S. option Chart 2: Landscape of ETFs with Options
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As we saw last year, hedging strategies (such as buffer ETFs, or downside protection), still represent the majority of funds
(orange line in Chart 3). This is in part due to the variety of defined outcomes that could be structured simply based on
varying buffer levels or time horizons. However, the majority of assets in the space is concentrated in enhanced income
strategies (e.g. strategies such as covered calls).

Chart 3: Option ETF Growth

U.S. Listed Option Overlay Funds

Note: Based on LS -listed ETPs with Option Overlay. Funds categorized into Enhanced Income, Hedging, or Enhanced Performance. Monthly data from January 201/ through March 2026.
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Who are the key participants & what do they charge?

J.P. Morgan, First Trust, Innovator, and NEOS are some of the largest issuers by AUM in the option ETF space (Chart 4).
However, we see that their lineups vary in terms of fund offerings. For example First Trust has many hedging (or buffer)
strategies, whereas J.P. Morgan has a few, large enhanced income funds, that dominate AUM.

Chart 4: Option ETF Fund Issuers

Top Option Overlay ETF Issuers (by AUM)

Note: Based on all U.S.-listed Equity ETPs (all asset classes). Funds categorized based on Option Overlay. Data as of December 2025
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New ways to derive income?

As Chart 3 earlier suggested, investors have a strong appetite for income-oriented products. As markets have evolved, so
have the ways to produce income through non-traditional means (even within the option ETF landscape). A new entrant to
the option ETF space has been the autocallable. Autocallables have been around since the early 2000s, and currently

Chart 6: Autocallable ETFs in the U.S.

U.S. Listed Autocallable ETFs

Note: Based on U.S.-listed ETFs as of March 20286. Size of bubble based on ETF AUM
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Chart 7: Hypothetical Autocallable Payoff

represent around $100bn in value in the
structured note space. However, in 2025, some
U.S. ETF issuers have begun to launch ETF
strategies that offer payoffs similar to autocallable
notes. As of March 2026, there are currently 12
U.S.-listed Autocallable ETFs, representing over
$1bn in aggregate U.S. ETF AUM (Chart 6).

One compelling feature of autocallable strategies
is that they blend bond and equity-like
characteristics. In fact, the total return of the
autocallable strategy is derived from the
performance of an underlying reference asset —
like an equity index. In simple terms, autocallables
are typically like bonds, but income & principal
depend on the performance of the underlying
reference index. In general, autocallables pay a
fixed coupon as long as the underlying reference
index trades above a certain level (the coupon
barrier). The risk of the strategy is that if the
underlying asset falls in excess of a certain level
(maturity barrier), not only does the coupon
cease, but principal invested is exposed to
downside risk (Chart 7). In other words, investors
should expect equity-like downside risk.

Note: For illustrative purposes only. Diagram assumes that the Maturity and Coupon Barrier is set at 60% of the initial value. This means that as long as the reference index is at or above 60% of its initial value on the Observation date, the autocallable will continue to

pay a coupon, and 100% of principal will be returned
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The autocall feature gives the issuer the obligation to call back the note if the reference asset is at or above the
autocallable barrier on an observation date that is past the non-call period.

In return for taking on downside exposure to principal, autocallable strategies can potentially earn higher levels of income.
The tradeoff, of course, is if the underlying reference asset:

 rises substantially - note is 'called’ (or redeemed by the issuer), coupons stop & principal is returned
« declines substantially - coupons stop & principal is exposed to potential loss

Based on the current universe of autocallable ETFs, we see that their estimated annual yields (which represent the
weighted average coupon) may, in some cases, exceed other income-producing strategies (Chart 8).

Chart 8: Comparing Yield Across Instruments

Distribution Yield Across Fund Category

Note: Based on sample of U.S. listed ETFs as of March 2026. Sample based on largest funds within each category. Gray bar represents the median distribution yield of the funds within each grouping.
Yield/Distribution data estimated as of April 2026.
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Conclusion

Overall, the U.S. ETF market continues to see growth & innovation in terms of the products that are coming to market. As
the data show, option ETFs now represent a meaningful share of new launches, with investor demand particularly
concentrated in income-oriented strategies. Some strategies are complex, so it is important for investors to understand
how these strategies work. Nonetheless, option ETFs offer the flexibility to structure outcomes that may help many types
of investors meet their financial goals.

Read more related research here:
o All About ETFs with Options
o Autocallables: Dialing into the Details
« Nasdaq’s Emergence in Autocallable ETFs
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Disclaimer:

Information set forth in this communication contains forward-looking statements that involve a number of risks and
uncertainties. Nasdaq cautions readers that any forward-looking information is not a guarantee of future performance and
that actual results could differ materially from those contained in the forward-looking information. Forward-looking
statements can be identified by words such as “will," "believe” and other words and terms of similar meaning. Forward-
looking statements involve a number of risks, uncertainties or other factors beyond Nasdaq's control. These risks and
uncertainties are detailed in Nasdaq's filings with the U.S. Securities and Exchange Commission, including its annual reports
on Form 10-K and quarterly reports on Form 10-Q which are available on Nasdaq's investor relations website at
http://irnasdag.com and the SEC's website at www.sec.gov. Nasdag undertakes no obligation to publicly update any
forward-looking statement, whether as a result of new information, future events or otherwise.

Nasdaqg®@ is a trademark of Nasdagq, Inc. The information contained above is provided for informational and educational
purposes only, and nothing contained herein should be construed as investment advice, either on behalf of a particular
security or an overall investment strategy. Neither Nasdaq, Inc. nor any of its affiliates makes any recommendation to buy or
sell any security or any representation about the financial condition of any company. Statements regarding Nasdaqg-listed
companies or Nasdaq proprietary indexes are not guarantees of future performance. Actual results may differ materially
from those expressed or implied. Past performance is not indicative of future results. Investors should undertake their own
due diligence and carefully evaluate companies before investing. ADVICE FROM A SECURITIES PROFESSIONAL IS
STRONGLY ADVISED.

© 2026. Nasdagq, Inc. All Rights Reserved.
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