VOLATILITY COMMENTARY
Week Ending 08.06.21

Decent VIX compression last week as the S&P 500 finished near the top-end of its recent range and at an all-time high. The
forward VIX curve remains relatively elevated. With just seven days to expiration, the August VIX futures contract is still 10%
over spot VIX (where it will converge at expiration) and behind that, the September future is another 10% over August. This,
and a fairly stubborn VIX index, suggests a "wall of worry" as indicated by the steep forward curve. This set-up is generally
positive for stocks in the near-term. Although absent a shock, it's tough to imagine a substantial move in any direction before
the Fed's Jackson Hole symposium in mid-August.
The current basic message we see is…the S&P has been quiet and is at all-time highs, so one would expect to see the VIX (30day expected S&P volatility) lower than it is currently. Additionally, the VIX futures are even higher (rising curve over time), so
despite U.S. equities behaving well now, there is worry on top of worry going forward. This set-up is the opposite of
complacency but a good setup for U.S. equities to perhaps grind higher in the near-term.
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