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Summary:
● Dealers have pulled back into more favorable positioning, just shy of 

our gamma flipping point. 

● As we've previously highlighted, the 5200 strike is likely the more 
critical level than the GEX flip at 5217, just based on the amount of 
open interest tied to that strike. In fact, on our total gamma by strike 
model, the 5200 strike actually shows quite a bit of positive gamma, 
which reinforces that this is the level to watch. 

● That said, this positioning still presents a highly dynamic and 
patch-dependent setup.

●  If SPX pushes higher, then we should see realized volatility start to 
compress, as dealers will be forced to sell into strength and buy into 
weakness in order to eliminate their directional exposure. 

● On the other hand, a move lower will likely lead to some volatility 
expansion, as dealers will be forced to hedge their short gamma 
exposure by shorting futures into the decline. 

● So far, this week has played out broadly as expected, as the 5150 
strike acted as support on Wednesday, followed by a move back up to 
the 5200 strike. 

● There has been a notable expansion in our probable volatility bands 
since last week, which now makes up just over a 100-point spread for 
SPX. Given SPX is right in the middle of our ranges, we don't have a 
strong directional bias either way, although we do expect the broader 
consolidation range to hold. 

● Despite SPY gaining 0.75% yesterday, breadth was slightly negative 
at the close. 

● This divergence was driven by one of the strongest examples of 
market cap distortion we've seen (second overall), where just ten 
companies were responsible for over 57% of the gains. 

● Out of that, Apple, Nvidia, and Microsoft accounted for just under 30% 
of the bullish momentum, leaving the broader index in the dust. 
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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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