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Analyst Brief: TVIX is the Closest to ‘Spot’ on the VIX:
Fear is Growing, TVIX to Follow
Summary
The investment seeks to replicate, net of expenses, the returns of twice (2x) the daily performance of the
S&P 500 VIX Short-Term Futures index. The index was designed to provide investors with exposure to one
or more maturities of futures contracts on the VIX, which reflects implied volatility of the S&P 500 Index at
various points along the volatility forward curve. The ETNs are linked to a multiple (2x) of the daily return
of the index and do not represent an investment in the VIX.
The CBOE Volatility Index (VIX) is a key measure of market expectations of near-term volatility conveyed
by S&P 500 stock index option prices. Since its introduction in 1993, VIX has been considered by many to
be the world's premier barometer of investor sentiment and market volatility. Several investors expressed
interest in trading instruments related to the market's expectation of future volatility, and so VIX futures
were introduced in 2004, and VIX options were introduced in 2006. Options and futures on volatility indexes
are available for investors who wish to explore the use of instruments that might have the potential to
diversify portfolios in times of market stress.
TVIX is an exchange-traded note (ETN), which is an unsecured debt obligation backed by Credit Suisse. So
there is credit risk when investing in it. Also, an ETN doesn’t have to hold actual VIX futures but is rather
just a promise to pay the returns of a VIX futures index.
Credit Suisse AG - VelocityShares Daily 2x VIX Short Term ETN has a current market capitalization of $252.2
M with 22.38 M outstanding shares. Its daily average volume traded is 20.01 M shares.

Key Indicators

Performance (6 months)

ETNs Outstanding

22.38 M

Daily Indicative Value

$11.27

Market Capitalization

252,197,141

Volume

24.67 M

% Change (Last Session)

24.68

Recent News
TVIX and the CBOE Volatility Index have certainly been affected by the recent comments made by Fed
Chair, Janet Yellen regarding her cautious words on emerging markets that sent another round of
volatility in U.S stocks. On the brink of posting its biggest three-day gain ever, a security designed to rise
as equity market turbulence dissipates plunged almost 10 percent in the final hours of Thursday’s
session. The reversal came as swings in the Chicago Board Options Exchange Volatility Index quickened,
with the gauge crossing the unchanged level 30 times after 2 p.m. It was the latest in a series of
setbacks for selling or going short volatility, for years one of the safest trades in American equities. The
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tactic, which amounts to speculation that stresses that are here today will be gone tomorrow, has been
losing money since mid-August, when concern about the global economy spurred the worst losses in
stocks since 2011. Thursday was a particularly brutal day for the strategy as equities turned on a dime
even after the Federal Reserve declined to raise interest rates. In typically frenetic post-Fed trading, the
Standard & Poor’s 500 Index saw a rally of as much as 1.3 percent evaporate as Yellen spoke of the
potential for stress in emerging markets to spill into the U.S. The gauge tumbled 1.6 percent at 4 p.m. in
New York. Swings in the VIX were more violent, with the gauge, a measure of investor nervousness
derived from the price of options in the S&P 500, trading in a 23 percent range of 18.82 and 23.33 in the
final hour. It closed down less than 1 percent while a separate index tracking the VIX’s volatility surged
10 percent for the biggest gap between the two since April. The VIX’s volatility reflected dealers in the
options market pushing out bid and ask spreads as stocks looked for direction after the Fed
announcement. Inaction by the Fed puts the focus back on concerns such as China’s economy and
plunging commodities, stresses that sparked a selloff in mid-August that at its worst erased more than $7
trillion from global equity values. The Fed’s statement warned that economic and financial developments
around the world may restrain economic activity and curb inflation. Yellen mentioned the outflow of
capital from developing countries and pressures on emerging market currencies in her Q&A session. It is
not surprising people are talking about VIX exchange-traded products, which track derivatives on an
index that goes up when there is fear in the market

Pros


TVIX gets the closest to “spot” VIX on those days when market fear is highest. They don’t
capture the whole move, but they get much closer than the popular iPath S&P 500 VIX ShortTerm Futures ETN (VXX), which now trades more than Microsoft every day.



Given recent market events and the upcoming economic calendar, leveraged VIX ETFs like TVIX,
will perform quite well at tracking VIX which should experience several spikes in the near future.

Cons


Any time the reward is higher, so is the risk. TVIX will most likely suffer worse on days the VIX
drops - as it inevitably does. Leverage amplifies these losses.



Due to the structure of TVIX; an unsecured debt obligation backed by Credit Suisse, there is
credit risk when investing in this product.



TVIX is down more than 99 percent since inception. VXX isn’t much better, down 96 percent. This
destruction is due to the crippling cost of rolling VIX futures -- where almost always the next
month is more expensive than the current month.
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Verdict
TVIX is certainly a complex investment product not recommended for all investors. In essence, the
product tracks market sentiment and fear and can experience heavy upward and downward spikes on a
daily basis. TVIX does however pose a hedging opportunity for some investors and can provide short
term gains for retail investors. Market volatility and fear are expected to pick up with the Fed decision
being prolonged until December, the instability in global markets including China, Greece and Europe,
and the volatile situation with the commodities market. TVIX is recommended for a short term buy during
times of elevated fear and instability in the market. It however needs to be monitored very closely.

Sources:
1.
2.
3.
4.
5.
6.
7.
8.
9.

http://stockcharts.com/h-sc/ui?s=TVIX&p=D&b=5&g=0&id=p88101864415
http://www.google.ca/finance?q=NASDAQ%3ATVIX&ei=Trz9VYHkMoLGsAGyyL34CA
https://ca.finance.yahoo.com/q?s=TVIX&ql=1
http://www.velocitysharesetns.com/contact-us
http://www.bloomberg.com/news/articles/2015-09-18/vix-goes-in-circles-as-selling-volatility-hits-wall-after-fed
http://www.bloomberg.com/news/articles/2015-09-04/the-best-vix-etfs-are-also-the-most-dangerous
http://www.dakotafinancialnews.com/credit-suisse-ag-velocityshares-daily-2x-vix-short-term-etn-sees-significantincrease-in-short-interest-tvix/259417/
http://seekingalpha.com/article/3514946-is-xiv-the-place-to-be-if-markets-stabilize-and-volatility-declines?page=2
http://etfdb.com/volatility-etfs/reviewing-all-the-vix-etf-options/

Our Rating System
We rate enrolled companies based on the appreciation potential we believe their shares represent,
and the “riskiness” we perceive in our ratings. The business results of those companies “NOT RATED”
are often highly dependent on some future event, such as FDA drug approval or the option of a new
key technology.

Explanation of Ratings Issued by VLM Research

BUY

The stock's total return is expected to exceed the total return of the relevant country Index average total
return of the analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis over the next
12-18 months.

HOLD

The stock's total return is expected to be in line with the total return of the relevant country Index or the
average total return of the analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis
over the next 12-18 months.
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NOT RATED

Currently the analyst does not have adequate conviction about the stock's total return relative to the relevant
country Index or the average total return of the analyst's industry (or industry team's) coverage universe, on
a risk-adjusted basis, over the next 12-18 months.

SELL

The stock's total return is expected to be below the total return of the relevant country's equity indices and/or
the total return of the analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, over
the next 12-18 months.

Disclosure: I have no positions in any stocks mentioned, and no plans to initiate any positions within the

next 72 hours. I wrote this article myself, and it expresses my own opinions. I am not receiving
compensation for it, and I have no business relationship with any company whose stock is mentioned in
the article.
The information contained herein is not intended to be investment advice and does not constitute any form
of invitation or inducement by Robert Borowski, CFA L2 Candidate to engage in investment activity. Neither
the information nor any opinion expressed constitutes a solicitation for the purchase or sale of any security.
Securities, financial instruments, strategies, or commentary mentioned herein may not be suitable for all
investors and this material is not intended for any specific investor and does not take into account an
investor’s particular investment objectives, financial situations or needs. Any opinions expressed herein are
given in good faith, are subject to change without notice, and are only current as of the stated date of their
issue. Prices, values, or income from any securities or investments mentioned in this report may fluctuate,
and an investor may, upon selling an investment lose a portion of, or the entire principal amount invested.
Past performance is no guarantee of future results. Before acting on any recommendation in this material,
you should consider whether it is suitable for your particular circumstances and, if necessary, seek
professional advice.
FORWARD-LOOKING STATEMENT
This report may contain certain forward-looking statements and information, as defined within the meaning
of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934, and
is subject to the Safe Harbor created by those sections. This material contains statements about expected
future events and/or financial results that are forward-looking in nature and subject to risks and
uncertainties. Such forward- looking statements by definition involve risks, uncertainties and other factors,
which may cause the actual results, performance or achievements of mentioned company to be materially
different from the statements made herein.
COMPLIANCE PROCEDURE
Content is researched, written and reviewed on a best-effort basis. This document, article or report is
written and authored by Robert Borowski, analyst. An outsourced research services provider represented
by Robert Borowski, analyst, provided Broad Street Alerts this article or report. However, we are only
human and may make mistakes. If you notice any errors or omissions, please notify us below. Broad Street
Alerts is not entitled to veto, interfere or alter the articles, documents or report once created and reviewed
by the outsourced research provider represented by Robert Borowski, analyst. All parties responsible for
the creation and dissemination of this report do not engage in high frequency trading.
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NO WARRANTY OR LIABILITY ASSUMED
No party has compensated Broad Street Alerts for the creation or dissemination of this report. Broad Street
Alerts is not responsible for any error, mistake or shortcoming which may be occasioned at the time of
printing of this document. Broad Street Alerts does not hold any positions in TVIX. No liability is accepted
by Broad Street Alerts whatsoever for any direct, indirect or consequential loss arising from the use of this
document. Broad Street Alerts expressly disclaim any fiduciary responsibility or liability for any
consequences, financial or otherwise arising from any reliance placed on the information in this document.
Broad Street Alerts does not guarantee the accuracy, timeliness, completeness or correct sequencing of
the information, or warrant any results from use of the information. The included information is subject to
change without notice.
Broad Street Alerts is the party responsible for hosting the full analyst report. Broad Street Alerts has
compensated Robert Borowski, analyst seventy five dollars for the right to disseminate this report.
Information in this report is fact checked and produced on a best efforts basis by Robert Borowski, analyst.
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