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Summary:

● Dealers remain short gamma, which means the conditions for higher 
volatility are still firmly in place. However, it's important to note that 
we're now closer to the bottom of our gamma curve, which begins to 
level out below the 5000 strike. 

● While we anticipate volatility to remain elevated below that level, 
dealers would be generally well-hedged against downside convexity, 
making the 5000 strike a strong potential support level in the near term.

● However, with the April options expiration just around the corner, we 
expect some repositioning to occur at these lower strikes, potentially 
pushing the bottom of our gamma curve even lower. 

● Overall, we estimate that around $1.2 trillion in SPX/ SPY notional open 
interest will either expire or be rolled into the May contracts this Friday, 
which will remove a large amount of gamma from the market.

● Consequently, dealers will likely remain short gamma after the 
expiration unless the SPX can climb back above the 5200 strike by 
then. That said, it's important to note that we've seen skew increase 
the most in 30-day and 90-day contracts, which will remain unaffected 
by the expiration. 

● Our SPX probable volatility bands have continued to trend lower, 
putting the 5025 strike back in play. However, given how close the 
5000 strike is at this point, we wouldn't be surprised to see that level 
hit on a strong enough downside move. 

● Despite the moderate breadth profile, 50-day breadth continued to 
deteriorate. Currently, only 30% of the index is still trading higher than 
their respective 50-day moving averages, which is a 15th percentile 
level over the past decade. This leaves plenty of room for further 
downside, which, if history is a guide, we're likely to see before a 
recovery.
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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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