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This content has been prepared by Hedgeye Risk Management, LLC (“Hedgeye”) and is presented for informational purposes only. Hedgeye is not a broker dealer and does not provide 
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 
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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 
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Summary:
● Overall, the setup is more favorable than the previous two weeks, 

although until we move significantly past the 5100 strike, higher 
volatility is still on the table. 

● Market breadth was flat last Friday, with only 52% of the S&P 500 in 
the green. However, some exceptionally strong market cap distortion 
led the cash index higher, with just ten companies contributing to over 
60% of the bullish momentum. Of that, Google alone was responsible 
for nearly 23% of the positive impact, with Nvidia contributing an 
additional 17%. 

● The 1-month realized volatility rose to 12.91, which meant Vol Control 
funds will have to sell an estimated $11B in equity exposure in order 
to maintain their volatility targets.

● That said, CTA funds have already started to rebuild some of their 
equity exposure, buying back an estimated $5B in equities, which this 
broadly dampened some of the negative impact from the Vol control 
space, leaving our Systematic positioning index largely unchanged. 

● Dealer positioning improved last Friday, leaving SPX just shy of the 
gamma flipping point at the 5118 strike. Even though dealers are still 
slightly negative, they are fairly well hedged at the current levels, 
implying their hedging flows will have a smaller impact on the S&P 
500.

● However, the steepness of the gamma curve between the 5100 and 
5000 strike suggests a slippery slope back down to the 5000 level on 
any weakness, which is about 2% below. 

● On the other hand, our PV bands have opened up some further room 
towards the upside, landing just shy of the 5150 strike. This suggests 
higher is still possible, albeit, only for around a 1% gain. 

● In any case, we suspect the 5100 level will remain the focal point over 
the next few days, especially given there is a significant amount of 
positive gamma tied to that strike, which makes it a prime candidate 
for some "pinning" action, which consequently should cause some 
near-term resistance. 
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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 ias 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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