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Summary:
● Dealers continue to tread in negative gamma, which suggests the 

market remains susceptible to a sudden increase in volatility. 

● However, after today's expiration, we should see a significant amount 
of gamma removed from the market, which will ease some of the 
hedging requirements market makers face. Overall, we expect to see 
around $1.3T in notional open interest either expire or be rolled into the 
next month's contracts, which is slightly above average for a monthly 
expiration.

● Even after OpEx, we expect market makers will remain in negative 
territory, since the gamma flipping point will shift back up to the 5200 
strike, which is around 3.75% higher. 

● This means we'll be entering the heart of earnings season in a higher 
volatility regime, while at the same time, geopolitical risks are rapidly 
escalating, and CTA funds have started deleveraging at the fastest 
pace in nearly 8 months. Given even just one of those factors and we'd 
consider it a high-risk setup, but the confluence of all four vastly raises 
the potential for a more significant volatility event.

● For today, the 4975 strike is back in play on the downside, although 
SPX futures have already broken this level after hours due to the 
escalation between Israel and Iran. Because of this, we're less 
confident that our lower range will hold today, especially since dealers 
will be forced to sell as the market moves lower. 

● CTAs have sold off an estimated $20B in equities since Monday, but 
the selling flows from Vol control funds and Risk parity strategies have 
been much less aggressive. In fact, Vol control funds have actually 
been adding back around $7B in equity exposure over the past two 
days, although we suspect that’s the last bullish flow we'll see until the 
end of the month. 

● In any case, that leaves a lot of potential deleveraging risk on the 
table if volatility increases from here, which is why we're still 
considering this an extremely dangerous setup from a positioning 
standpoint, especially as we head deeper into the Q1 earnings 
season. 
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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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