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Exchange and Industry Sponsored Webinars are presented by unaffiliated third parties. Interactive Brokers LLC is not responsible for the content of these

presentations. You should review the contents of each presentation and make your own judgment as to whether the content is appropriate for you.

Interactive Brokers LLC does not provide recommendations or advice. This presentation is not an advertisement or solicitation for new customers. It is

intended only as an educational presentation.



Options involve risk and are not suitable for all investors. For information on the uses and risks of 
options, you can obtain a copy of the Options Clearing Corporation risk disclosure document titled 
Characteristics and Risks of Standardized Options by calling (312) 542-6901.

Any discussion or mention of an ETF is not to be construed as recommendation, promotion or 
solicitation. All investors should review and consider associated investment risks, charges and expenses 
of the investment company or fund prior to investing. Before acting on this material, you should consider 
whether it is suitable for your particular circumstances and as necessary, seek professional advice.

Futures are not suitable for all investors. The amount you may lose may be greater than your initial 
investment. Before trading futures, please read the CFTC Risk Disclosure. For a copy visit 
interactivebrokers.com. 

There is a substantial risk of loss in foreign exchange trading. The settlement date of foreign exchange 
trades can vary due to time zone differences and bank holidays. When trading across foreign exchange 
markets, this may necessitate borrowing funds to settle foreign exchange trades. The interest rate on 
borrowed funds must be considered when computing the cost of trades across multiple markets.

The Order types available through Interactive Brokers LLC’s Trader Workstation are designed to help you 
limit your loss and/or lock in a profit. Market conditions and other factors may affect execution.  In 
general, orders guarantee a fill or guarantee a price, but not both. In extreme market conditions, an order 
may either be executed at a different price than anticipated or may not be filled in the marketplace.

There is a substantial risk of loss in trading futures and options. Past performance is not indicative of 
future results. 

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to 
portray recommendations.

•IRS Circular 230 Notice: These statements are provided for information purposes only, are not 
intended to constitute tax advice which may be relied upon to avoid penalties under any federal, 
state, local or other tax statutes or regulations, and do not resolve any tax issues in your favor.

•Interactive Brokers LLC is a member of NYSE FINRA SIPC

Disclosure:

http://www.optionsclearing.com/about/publications/character-risks.jsp
https://www.interactivebrokers.com/Universal/servlet/Registration.formSampleView?file=registration_1/cftc_risk_disclosure.html
http://www.nyse.com/
http://www.finra.org/
http://www.sipc.org/
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• This material is provided for information only and is not an offer to sell or the solicitation of an offer to buy any 

financial instrument or asset class

• This material does not and is not intended to take into account the particular financial conditions, investment 
objectives or requirements of individual customers. Before acting on this material, you should consider whether 
it is suitable for your particular circumstances and, as necessary, seek professional advice.

• EQDerivatives, Inc.  is not affiliated with Interactive Brokers LLC, or any other FINRA broker-dealer.

• The information provided in this presentation is believed to be accurate, but the accuracy and completeness of 
the information is not guaranteed.

• Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray 

recommendations.

• Past performance is not indicative of future results.

• Day Trading can be extremely risky and may not be appropriate for individuals with limited resources, 
investment experience or low risk tolerance. Please review the Day Trading Risk Disclosure Statement before 
deciding whether Day Trading is appropriate for you.

Disclosure 

https://gdcdyn.interactivebrokers.com/Universal/servlet/Registration_v2.formSampleView?formdb=3071
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Index Arbitrage 

• The possibility of locking in an arbitrage profit when an 
index and the associated futures deviate
• Firms can sell one and purchase the other when they 

deviate from ‘fair value’
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Index Arbitrage
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Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to 
portray recommendations.

Data Sources: Bloomberg and EQDerivatives Calculations



Index Arbitrage

Two Potential Trades 
Depending On Future – Index Level

Buy S&P 500 Futures / Sell S&P 500 Index*
Sell S&P 500 Futures / Buy S&P 500 Index*

*The index leg involves trading a basket of stocks or other method 
of gaining index exposure

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to 
portray recommendations.



Dispersion Trading 

Index Arbitrage
Replicate an index using composite stocks

Dispersion Trading
Replicate an index option using options

on component stocks

Options involve risk and are not suitable for all investors. Multiple leg strategies, including spreads, will incur 

multiple transaction costs.



Dispersion Trading

• Goal is to profit from differences between individual 
stock and index option implied volatilities
• Any index or ETF that is heavily weighted toward just a 

few stocks may be a candidate for a dispersion trade

Options involve risk and are not suitable for all investors. Multiple leg strategies, including spreads, will incur 

multiple transaction costs.



Dispersion Trading

Nasdaq-100 (NDX) Example (Weighting 6/28/22)
Ticker Company Weighting
AAPL Apple Inc. 12.47%
MSFT Microsoft 10.75%
AMZN Amazon 6.13%
TSLA Tesla 4.05%
GOOG Alphabet Class C 3.98%
GOOGL Alphabet Class A 3.80%
NVDA NVIDIA Corp 3.22%
META Meta Platforms Inc. 3.17%
PEP PepsiCo Inc 2.08%
COST Costco Wholesale Corp 1.93%

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to 
portray recommendations.

Data Sources: Bloomberg and EQDerivatives Calculations



Dispersion Trading 

Energy Select Sector (XLE) Weighting 6/28/22
Ticker Company Weighting
XOM Exxon Mobil Corporation 24.29%
CVX Chevron Corporation 20.25%
OXY Occidental Petroleum 4.29%
EOG EOG Resources 4.29%
COP ConocoPhillips 4.25%
PXD Pioneer Natural Resources 4.14%
SLB Schlumberger NV 4.08%
MRO Marathon Petroleum 3.75%
VLO Valero Energy Corporation 3.71%
PSX Phillips 66 3.34%

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to 
portray recommendations.

Data Sources: Bloomberg and EQDerivatives Calculations



VOLQ vs. VIX by Month 2014 – May 2021
Month VIX > VOLQ VOLQ > VIX
Jan 36.42% 63.58%
Feb 51.63% 48.37%
Mar 51.43% 48.00%
Apr 31.33% 68.07%
May 35.71% 64.29%
Jun 48.00% 52.00%
Jul 28.86% 71.14%
Aug 29.87% 70.13%
Sep 36.36% 63.64%
Oct 22.15% 77.18%
Nov 41.91% 58.09%
Dec 39.46% 60.54%
All Months 37.85% 61.99%

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to 
portray recommendations.

Data Sources: Bloomberg and EQDerivatives Calculations



February 19, 2021 
• NDX at 13580.78 
• Weighted component IV at a historical premium 

relative to NDX IV 
• Buy ATM NDX straddle / sell individual stock ATM 

straddles using 3/19 options 
• Hold until evening (March 18, 2021) before expiration 

Dispersion Trading 

Options involve risk and are not suitable for all investors. Multiple leg strategies, including spreads, will incur 

multiple transaction costs.



Dispersion Trading 
Stock Contracts Strike Credit / Cost Exit P/L Tot P/L
AAPL 44 130 8.38 9.47 -1.10 -48.18

MSFT 20 240 12.80 9.28 3.52 70.40

AMZN 1 3250 201.75 222.00 -20.25 -20.25

GOOG 2 2100 111.55 63.78 47.77 95.54

GOOGL 2 2090 111.65 68.66 42.99 85.98

META 8 260 18.65 18.62 0.03 0.24

TSLA 2 780 97.73 126.84 -29.12 -58.23

NVDA 2 595 63.85 86.10 -22.25 -44.50

PYPL 3 290 24.93 51.59 -26.67 -80.00

ADBE 1 280 31.03 40.82 -9.79 -9.79

NDX 2 13575 685.50 785.86 100.36 200.72

Net 191.93

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to 
portray recommendations.

Data Sources: Bloomberg and EQDerivatives Calculations



Contact / Questions / Suggestions

Russell Rhoads
rhoads@eqderivatives.com
Twitter - @RussellRhoads

Questions?
Topics To Address In The Future?

mailto:rhoads@eqderivatives.com



