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investment advice to individuals.  None of the information contained herein constitutes an offer to sell, or a solicitation of an offer to buy any security or investment vehicle, nor 
does it constitute an  investment recommendation or legal, tax, accounting, or investment advice by Hedgeye or any of its employees, officers, agents, or guests.  This information is 
presented without regard for individual investment preferences or risk parameters and is general, non- tailored, non-specific information. This content is based on information from 
sources believed to be reliable.  Hedgeye is not responsible for errors, inaccuracies, or omissions of information.  The opinions and conclusions contained in this report are those of 
the individual expressing those opinions or conclusions and are intended solely for the use of Hedgeye’s subscribers and the authorized recipients of the content.  The opinions of 
HedgeyeTV guests are not the opinions of Hedgeye.  Hedgeye is not responsible for the opinions of their guests or the content or information they may provide. 

Hedgeye distributes content on behalf of Tier 1 Alpha, LLC, a third-party content provider with shared ownership. 

All investments entail a certain degree of risk and financial instrument prices can fluctuate based on several factors, including those not considered in the preparation of the content. 
Consult your financial professional before investing. 

The information contained herein is protected by United States and foreign copyright laws and is intended solely for the use of its authorized recipient; there is a fee associated with 
access to this report. Access must be provided directly by 
Hedgeye. Redistribution or republication of the content is strictly prohibited. By joining this call or possessing these materials, you agree to these terms and Hedgeye Terms of 
Service. For more detail, please refer to the Terms of Service 
at https://www.hedgeye.com/terms_of_service 

Legal
DISCLAIMER

TERMS OF USE

Tier1 Alpha, LLC is not a registered investment advisor, and it does not provide investment advice. The employees, 
members, and officers of Tier1 Alpha trade, invest, and make other financial decisions using the information and research 
tier provides in all of its research. Tier1 Alpha employees are permitted to, and do, trade some or all of the securities 
mentioned in Tier1 Alpha’s research.

DISCLAIMER

2

https://www.hedgeye.com/terms_of_service


Summary:
● Similar to last week, yesterday's volatility was primarily confined to the 

intraday price action, with a substantial high-to-low spread of 1.42%.

● From a structural standpoint, a significant number of investors also 
capitulated on their unprofitable weekend hedges, which enabled 
dealers to buy back their delta exposure. 

● We suspect this likely contributed to the directional component of the 
move, as the rally was accompanied by both a collapse in skew and a 
modest decrease in Put premiums. 

● However, dealers are still short a significant amount of gamma, so all 
else being equal, we'd expect the volatility to continue.

● Yesterday's trading range largely played out, as SPX stayed between 
the 4950 and 5050 strikes, with the 5000 level being the main 
attraction. We also began to see the slope of our PV bands flatten out, 
although the overall trend is still bearish. 

● For today, we broadly expect to see the same levels in play, with 
some near-term consolation around the 5000 strike likely.

● It's crucial to note that our upper band is currently trading below the 
level where dealers would shift into positive gamma territory, 
suggesting that this higher volatility environment will continue until 
further notice.

● Although realized volatility has remained relatively subdued so far, the 
fact that dealers will be trapped in negative gamma suggests that 
these levels could begin to increase, potentially serving as the 
catalyst needed to spark more significant selling pressure from 
Systematic funds that use volatility as a toggle for their equity 
exposure.

● While conditions did modestly improve yesterday, this is still an 
extremely dangerous setup from a positioning standpoint, and the 
slightest misstep could trigger a cascade of selling, potentially 
sending the market into new lows. 
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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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