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Summary:
● Dealers remain aggressively short gamma at the current levels, 

suggesting that higher volatility is still likely. 

● However, we've seen most of the increase in volatility contained 
intraday, while the close-to-close volatility has remained surprisingly 
low. 

● While there are several corners of the market we can point to as to why 
realized Vol has been subdued, we believe it has primarily been due to 
the rapid monetization of Puts during any market sell-offs, which 
reduces the necessity for funds and investors to have to liquidate their 
underlying positions when asset prices decline. 

● We suspect this rapid monetization contributed to yesterday's Vol 
down/spot-down scenario, in which both the VIX and fixed-strike 
volatility fell even though markets moved lower. 

● As expected, our PV bands have shifted lower, putting the 5000 strike 
back in play for the first time since mid-February. All else being equal, 
we expect the 5000 strike to hold today, given we have exhausted a 
bulk of the downside convexity in our gamma curve. 

● That said, our PV bands suggest moderately lower levels are still 
possible, with the 4975 strike a likely target towards the downside. 
Remember, though, negative gamma works both ways, so the 
potential for a crash higher toward the 5050 strike and beyond is well 
within our model. 

● CTA funds have started to see some notable selling take place, with 
an estimated $11 billion in equity exposure sold so far this week, 
which is mostly associated with the trend component in the strategy. 

● Combine that with some moderate selling from Vol control funds, and 
that total comes up to around $14B in net selling flows. Not a small 
number, but also not quite the deleveraging event many are making it 
out to be. However, we suspect these systematic strategies are just 
getting started, especially if dealers remain short gamma and realized 
volatility trends significantly higher.

● That makes this a particularly dangerous setup from a positioning 
standpoint, and while every crash is different, one we've seen play out 
time and time again.
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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. 

19



20



21



22



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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