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Summary:
● After last Friday's monthly options expiration, we saw a significant 

amount of dealer gamma removed from the market. However, market 
makers are still broadly short gamma, which suggests that higher 
volatility should be expected in the near term. Last week, we saw most 
of this volatility contained to both the intraday and after-hours price 
action, while the close-to-close volatility remained flatter than we had 
expected.
 

● From a broader positioning standpoint, that was actually a more 
favorable outcome because systematic strategies typically rely on 
realized volatility as their toggle for equity exposure. Outside of CTA 
funds, that means there was less selling taking place in the 
background, which likely helped prevent the recent weakness in SPX 
from turning into a more significant event. 

● In fact, if you look at our MBAD indicator below, you'll notice that last 
Fridays decline was really just driven by a handful of stocks, while the 
broader in was strong. This is NOT the type of breadth typically 
observed during a systematic deleveraging event, where widespread 
selling occurs as money rapidly flows out of S&P 500-linked products, 
like futures and ETFs. 

● For today, there remains limited room towards the downside with our 
lower band suggesting support around the 4930 strike. However, even 
after last Friday's expiration, the 5000 strike remains the key level to 
watch, as we view the more tactical trading range as lying between 
the 4950 and 5050 strikes, which represents a spread of 
approximately 2%.
 

● Given that SPX has had a negative print for six consecutive days, 
we're biased for near-term strength, as longer stretches have been 
quite rare. In fact, over the past 30 years, there have only been seven 
instances where the index has posted negative returns for more than 
six days in a row, with the last occurrence taking place in 2020.

● Despite the weak close, breadth was strong last Friday as over 67% 
of the SPX was in the green. However, even with an average gain of 
1.2%, it still wasn't enough to balance out the weakness in mega tech 
stocks, which is what ultimately drove the index lower. In total, just ten 
companies were responsible for nearly 55% of the negative 
momentum, with Nvidia's notable 10% decline accounting for almost 
half of that impact.
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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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