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Access (Microsoft), 47
Amazon, 10–12, 23
Amex QQQ Volatility Index, 30
AM settlement, 6, 34, 36, 41, 52, 58
Arnold, Tom, 18

Barclays Bank, 69–70
Barclay’s ETN+Inverse S&P 500 VIX

Short-Term Futures ETN (XXV),
80–82

Barclay’s ETN+S&P VEQTOR ETN
(VQT), 82

Bearish vertical spreads
construction of, 241–242
examples of, 242–249
function of, 241, 251–252
long put position and, 245–246, 248
payout diagram for, 244–245, 248
risk reward feature and, 246–248

Binary call options, 58
Binary options, 58–60
Bullish vertical spreads

creation of, 231–232
example of, 232–235
function of, 251, 252
issues related to, 236–237
payout comparison in, 239–240
payout diagram for, 235–237
profit and loss comparison and,

240
risk reward feature and, 238, 241

Calendar spreads
background of, 169–170
with call options, 205–209

considerations for, 193–194
exit strategies for, 189–193
long put and long future, 223–227
mechanisms of, 175–178
patterns in data and, 178–188
with put options, 196–205
results of trading VIX future,

182–183, 186–188
risk and, 170, 178, 179, 188–190,

193–194, 204, 208, 211, 224
short call and long future, 219–223
trading futures, 198–200
with VIX futures, 169–194, 221
VIX futures price comparisons and,

170–174
VIX option pricing and, 195–196
with VIX options, 195–215
with VIX options and futures

combined, 217–227
Call options

binary, 58
calendar spread with, 205–209
demand for, 22
diagonal spread with, 212–215
protective, 66, 67
vertical spread with, 231–233,

241–243
Cash settlement, 35, 36, 52, 62
CBOE/CBOT Grain Volatility index

(OZS), 109
CBOE (Chicago Board Options

Exchange), 16, 17, 24, 83, 99, 114,
128

CBOE/COMEX Gold Volatility index
(GVX), 107–109
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CBOE Crude Oil Volatility index
(OVX), 102–104

CBOE DJIA Volatility Index, 25–27, 49
CBOE Equity Put-Call Ratio, 128
CBOE Eurocurrency Volatility index

(EVZ), 104–106
CBOE Futures Exchange, 17, 31, 47,

50, 57, 61, 71, 119
CBOE Gold Volatility index (GVZ),

100–102
CBOE Mini-VIX futures contracts, 42
CBOE NASDAQ-100 Volatility Index,

27, 28
CBOE Russell 2000 Volatility Index,

28–29
CBOE S&P Volatility Index, 29–30
CBOE Volatility Index, 1, 15. See also

VIX
CBO/NYMEX Crude Oil Volatility

index (WTI), 107
CBOT Grain Volatility index (OZS)

(CBOE), 109
CME Group, 99, 107, 109, 110
COMEX Gold Volatility index (GVX)

(CBOE), 107–109
Commodity Futures Trading

Commission, 64
Crude Oil Volatility index (OVX)

(CBOE), 102–104
Currencyshares Euro Trust ETF, 105

Delta, 218–219
“Derivatives on Market Volatility:

Hedging Tools Long Overdue”
(Whatley), 15–16

Diagonal spreads
background of, 210
with call options, 212–215
with put options, 209–212

DJX, 25–26. See also Dow Jones
Industrial Average (DJIA)

Dow, Charles, 25
Dow Jones Industrial Average (DJIA)

background of, 25
industrial weightings for, 26, 27
members of, 25–26
movement in, 24

Earl, John H., Jr., 18
Equity-related volatility indexes

Capped VIX Premium Strategy
Index (VPN), 90–93

CBOE S&P 3-Month Volatility Index
(VXV), 83–88

S&P 500 Implied Correlation Index
(VTY), 95–98

S&P 500 VARB-X Strategy
Benchmark, 93–95

VIX Premium Strategy Index (VPD),
88–90

Eurocurrency Volatility index (EVZ)
(CBOE), 104–106

Excel (Microsoft), 18, 47
Exchange traded funds (ETFs), 61,

69–71
Exchange-traded notes (ETNs)

background of, 69
Barclay’s ETN+Inverse S&P 500 VIX

Short-Term Futures (XXV), 80–82
Barclay’s ETN+S&P VEQTOR

(VQT), 82
explanation of, 69–70
iPATH S&P 500 VIX Mid-Term

Futures (VXZ), 73–80, 164–166
iPATH S&P 500 VIX Short-Term

Futures (VXX), 70–72, 76–80,
161–164

performance and, 76–80
S&P 500 VIX Futures Source, 82
VXX and VXZ performance and,

76–80

Flash Crash of 2010, 50
FX realized volatility indexes, 109–111

GLD exchange-traded fund, 124–127
Goldman Sachs, 16
Gold price indicator, VIX index and,

124–127
Gold Volatility index (GVX)

(CBOE/COMEX), 107–109
Gold Volatility Index (GVZ) (CBOE),

100–102
Grain Volatility index (OZS)

(CBOE/CBOT), 109
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Hedging
University of Massachusetts study

on, 136, 147–148
with VIX futures, 143–148
with VIX options, 133–143,

147–148
Historical volatility, 1–2

Implied Correlation Indexes,
95–98

Implied volatility
calculation of 93-day, 83–84
example of, 3
explanation of, 1–3, 13
fluctuations in supply and demand

and, 9–12
option prices and, 8–9, 13–14
price movement and, 6
single-day, 11–12
use of, 13–14
VIX and, 14, 18, 22

iPATH S&P 500 VIX Mid-Term Futures
ETN (VXZ)

explanation of, 73–75
performance and, 76–80
relative to VIX index, 164–166

iPATH S&P 500 VIX Short-Term
Futures ETN (VXX)

explanation of, 70–72
performance and, 76–80
relative to VIX index, 161–164

Iron butterfly
explanation of, 257–259
profit or loss for, 260–261
risk reward fro, 263
with VIX options, 261–263

Iron condor
explanation of, 251–252, 258
outlook for, 252–253
risk reward associated with,

253–255
with VIX options, 255–257

Long future, calendar spread and,
219–227

Long put, calendar spread and,
223–227

Microsoft Access, 47
Microsoft Excel, 18, 47
Mini-VIX futures, 42, 57

NASDAQ, 27
NASDAQ-100 Index (NDX), 27, 28
NYMEX Crude Oil Volatility index

(WTI) (CBOE), 107

OEX options, 16
Open interest

for S&P 500 index options, 133–135
for VIX options, 49–50, 133–136

Option contracts
expiration of, 33, 51–52
price action and, 11
value of, 7
without futures quotes, 157

Option prices
implied volatility and, 2–3, 6, 13–14
put-call parity and, 20–21

Option pricing calculators, 6–8, 204
Option pricing model, 7–9
Options. See also VIX options

binary, 58–60
net buying of, 10
real value of, 8
supply and demand for, 9–13
weekly, 61–68

Options Clearing Corporation, 58
Options expiration calendar, 51
Order flow, 2

PM settlement, 34
Protective calls, 66, 67
Protective puts, 65–66
Put-call parity

explanation of, 4–6
positions created through, 21, 22
VIX and, 18–22

Put-call parity formula, 21–22
Put-call ratio

CBOE equity, 128
VIX option, 127–131

Put options
binary, 58
calendar spread with, 196–205
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Put options (Continued )
demand for, 22
diagonal spread with, 209–212
protective, 65–66
vertical spread with, 231–232,

241–243

Realized volatility, 109–111
Risk

calendar spreads and, 170, 178, 179,
188–190, 193–194, 204, 208, 211,
224

implied volatility and, 2, 3
Russell 1000 Index, 28
Russell 2000 Index, 28
Russell 3000 Index, 28
Russell Investments, 28

Short binary VIX options, 60
Short call, calendar spread and,

219–223
Single-day implied volatility, 11–12
S&P 500

explanation of, 16
industry representation of, 16–17
inverse relationship between VIX

and, 114–115, 118
relationship between S&P 500

futures and, 43
VIX and, 15–18, 22, 23, 36
weekly chart of, 116

SPDR Gold Shares Exchange-Traded
Fund (GLD), 100–102

S&P 500 Dynamic VEQTOR Total
Return Index, 82

Special opening quotation (SOQ)
process, 36, 39, 42, 52

Speculating
considerations for, 149, 166–167
VIX ETN trading and, 161–166
VIX futures trading and, 150–153
VIX option trading and, 153–160

S&P 500 futures, relationship between
S&P 500 index and, 43

S&P 500 Implied Correlation Index
(VTY), 95–98

S&P 100 Index (OEX), 16, 29
S&P 500 index options, open interest

for, 133–135
Spreads. See Calendar spreads;

Diagonal spreads; Vertical spreads
S&P 500 VIX Futures Source ETN, 82
S&P 500 VIX Short-Term Futures

Index, 70–71
Standard deviation, 6, 12
Standard & Poor’s, 70–71
Stock prices

closing, 6
quarterly earning reports and, 10
relationship between VIX and, 18–19

Stop-loss levels, 189–193
Super Bowl of Indexing Conference,

49
Szado, Edward, 136

Time decay, 196–198, 206, 210, 213

University of Massachusetts hedging
study, 136, 147–148

USO Exchange-Traded Fund, 102–104

Vertical spreads
as alternative to long call or put

position, 160, 230–231
background of, 230
bearish, 241–249
bullish, 231–241
explanation of, 159, 229–230
with VIX options, 229–249

VIX binary options, 58–60
VIX curve, calendar spreads and,

170–174, 179, 185, 189
VIX futures

background of, 31–32
calculation of modified, 121–122
calendar spreads with, 169–194, 221

(See also Calendar spreads)
calendar spreads with VIX options

and, 217–227
compared with VIX options, 217–219
contract specifications for, 33–42
data for, 47
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expiration of, 150–151
hedging with, 143–148 (See also

Hedging)
as indicator, 118–120
mini-VIX, 42
at premium to VIX index, 236
pricing and, 46–47, 170–176
relationship between VIX Index and,

42–45
settlement for, 35–42, 179, 180
speculating with, 150–153
symbol for, 34–35
trading hours for, 35
trading volume for, 32–33
value of, 35
VIX index combined with, 122–124
VIX option prices and, 49, 56–58
VXZ and, 74
weekly options on VIX futures as, 62

“VIX Futures and Options - A Case
Study of Portfolio Diversification
During the 2008 Financial Crisis”
(University of Massachusetts),
136, 147–148

VIX index
explanation of, 1, 14, 15, 17
gold price indicator and, 124–127
historical background of, 15–17
implied volatility and, 14, 18
as indicator, 113–118
inverse relationship between S&P

500 and, 114–115, 118
market movement and, 22–24
methods to calculate, 16–18
pricing relationship between VIX

futures and, 42–45
put-call parity and, 18–22
relationship to VIX options, 56–57,

156
S&P 500 and, 15–18, 22, 23, 36
VIX futures combined with, 122–124

VIX options
background of, 49–50
calendar spreads with futures and,

217–227
compared with futures, 217–219

contract specifications for, 51–56
hedging with, 133–143, 147–148

(See also Hedging)
iron butterfly with, 261–263
iron condor with, 255–257
May 2010, 50–51
open interest for, 49–50, 133–136
pricing and, 195–196
put-call ratio, 127–131
relationship OVX futures, 57–58,

195–196
relationship to VIX index, 56–57,

156
settlement for, 52–56
speculating with, 153–160
strategy for, 65–68
vertical spreads with, 229–249
VIX binary options and, 58–60
weekly options and, 63–64

VIX Premium Strategy Index (VPD),
88–90

VIX weekly options
background of, 61–62
contract specifications for, 62–63

Volatility
historical, 1–2
implied, 1–14
realized, 109–111

Volatility arbitrage, 93
Volatility Exchange, 109–110
Volatility indexes

on alternative assets, 99–111
Amex QQQ, 30
CBOE/CBOT Grain (OZS), 109
CBOE/COMEX Gold (GVX),

107–109
CBOE Crude Oil (OVX), 102–104
CBOE DJIA, 25–27
CBOE Eurocurrency (EVZ), 104–106
CBOE Gold (GVZ), 100–102
CBOE NASDAQ-100, 27, 28
CBOE Russell 2000, 28–29
CBOE S&P, 29–30
CBO/NYMEX Crude Oil (WTI), 107
development of, 24–25
equity-related, 83–98
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Volatility indexes (Continued )
FX realized, 109–111
types of, 24–25

VXX. See iPATH S&P 500 VIX
Short-Term Futures ETN (VXX)

VXZ. See iPATH S&P 500 VIX
Mid-Term Futures ETN (VXZ)

Weekly options. See VIX weekly
options

Whaley, Robert, 15–16
Winged spreads, 257–258. See also Iron

butterfly; Iron condor

Yield curve, 170
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