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Summary:
● Dealers slipped further into negative gamma yesterday, which suggests 

that more volatility could be on the horizon. 

● Interestingly, despite the broad-based nature of yesterday's sell-off, 
there was no significant increase in implied volatility skew. This 
indicates that the downward move was not driven by a surge in 
demand for longer-dated put options. 

● Instead, it's more likely that the sell-off was largely a result of dealers 
hedging their existing downside exposure, combined with some less 
predictable, actively managed flow.

● We're seeing a similar dynamic in our fixed strike volatility model, 
where implied vol for Puts slightly fell, implying the lack of demand for 
downside protection.

●  On the other hand, there was a strong increase on the Call side, which 
we suspect was largely driven by Call overwriting programs, essentially 
betting that the market won't exceed the 5300 strike by the April OpEx 
next week. 

● As a consequence of these Call options being net sold to the dealers, 
dealers become more long gamma, which will ultimately have a 
greater vol-compressing effect on the market if/ when the SPX 
approaches the 5200 strike again.

● Our Probable Volatility bands worked as expected yesterday, with 
SPX finding support just north of the 5150 strike. While our bands 
trended modestly lower on the move, the risk/ reward setup favors the 
upside at this point, with the 5200 strike a clear target towards the 
topside. 

● Remember, since dealers remain short gamma, they'll be required to 
buy SPX futures if the market rises, potentially generating some 
upside volatility in the process.

● Despite the SPX falling nearly -1% yesterday, our realized volatility 
models were surprisingly stable. However, given there is a string of 
less volatile returns that will be falling out of sample over the next two 
weeks, we suspect we will see a gradual rise in these levels, 
especially given dealers are currently positioned in negative gamma. 
Remember, upside volatility is still volatility! 
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For today, we suspect vol control 
funds will be net buyers, with 
around $5.8 billion possible on a 
flat tape. Looking ahead, his will 
likely be the last day of supportive 
flows coming in, as a series of less 
volatile returns will be dropped from 
the sample data next week. All else 
being equal, this opens the door to 
more selling, which could be news 
for the Bulls. 
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Disclaimer
This presentation, including the charts and related information contained herein, should not be construed as investment advice, a recommendation, or a solicitation or offer to buy 
or sell any securities. Past results do not guarantee future performance. Tier1 Alpha has relied on information from publicly available sources and has not confirmed the accuracy 
of such information. Presentation is made for information purposes only and does not necessarily reflect the current thinking of Tier1 Alpha. Before purchasing any securities, you 

should consult an investment professional as securities investments can involve a high degree of risk.
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