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The SPIKES® Volatility Index: Why Methodology Really Matters
Given the Fed’s ongoing fight against inflation, all eyes were on the September 21st Federal Open Market Committee (FOMC) Meeting.
During uncertain times, like this announcement, investors and traders are looking at reliable indicators that gauge market sentiment,
especially in the immediate aftermath of the release of the target rate at 2pm ET. Two gauges of 30-day implied volatility that traders
often look at are the SPIKES Volatility Index (ticker: SPIKE) and VIX. These two volatility indices typically move in tandem with each
other and the correlation of daily returns has significantly measured over 99%.
However, there was a significant divergence between SPIKES and VIX after the FOMC’s rate hike on September 21st. This is due to the
differences in their methodology. One key difference is that SPIKES derives its value from SPY options while VIX derives its value from
SPX options. SPIKES is constructed to ensure stability, especially during crucial times like the FOMC meeting, as it uses SPY options
quotes and traded prices (often known as “price dragging”) from all 16 U.S. equity options exchanges, whereas VIX relies on SPX quotes
from a single underlying exchange.

Why does this matter?
A look at the SPIKES and VIX Index around the FOMC meeting:
SPIKES and VIX tracked each other closely in advance of the Fed’s announcement at 14:00 ET (prior to the Fed announcement, SPIKES
was consistently producing values that were ~0.15 higher than VIX[1]). At 14:01:01 ET, VIX sprang up to 30.18 and stayed there until
14:05:46. During this time, SPIKES vacillated in the mid to high 27s. At 14:06:31, VIX finally resumed its close relationship to SPIKES,
dropping to the high 27s. For the remainder of the trading day, SPIKES and VIX maintained a very similar path with SPIKES producing
values ~0.15 higher than VIX, like the pre-Fed announcement period.
SPIKES and VIX Indexes on September 21, 2022

Source: Bloomberg
[1] Factors contributing to slightly different SPIKES values as compared to VIX include SPY options’ American style versus SPX options’ European style and SPY options’ “PM” settlement versus SPX
options’ “AM” settlement.
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So what happened?
VIX diverged nearly 10% from SPIKES and it lacked movement from 14:01-14:06 ET, but it then returned to SPIKES’ levels. Due to SPIKES
calculation methodology and dissemination methodology, it allows for great stability, especially during crucial times in the market like
the immediate aftermath of an FOMC movement.

To learn more about SPIKES methodology along with the SPIKES Volatility Ecosystem including options,
futures and ETFs, visit: miaxoptions.com/spikes.
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DISCLAIMER
The information contained in this document is the proprietary information of Miami International Holdings, Inc. (MIH), however its
accuracy and completeness is not expressly nor implicitly guaranteed. Past performance is not indicative of future results. The
information in this document is provided for information purposes only, and is not intended to provide, and should not be relied on for
financial or legal advice. The information herein is presented “as is” and without representations or warranties of any kind. MIH shall not
be liable for loss or damage, direct, indirect or consequential, arising from any use of this information. Options involve risk and are not
suitable for all investors. Prior to buying or selling an option, a person must receive a copy of Characteristics and Risks of Standardized
Options. Copies are available from your broker, by calling 1-888-OPTIONS or from The Options Clearing Corporation at
www.theocc.com. No statement within this document should be construed as a recommendation to buy or sell a security or futures
contract or to provide investment advice.
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