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Introduction

This book presents some practical aspects of a relatively novel asset class — vol-
atility'. We believe that there is no need to argue that volatility does constitute
a new asset class. The reason for this is not only that the number of standard
volatility derivatives has been steadily growing since the mid-2000s but more
importantly a constant development of the huge number of more complex de-
rivatives through which investors can gain indirect exposure to various types
of volatility.

Initially, trading volatility meant trading futures (2004) and options (2006)
contracts written on the VIX. Then VSTOXX index futures were introduced by
EUREX in 2009 and after a few years VSTOXX index options as well’. Later
on, the large group of VIX exchange-traded products was proposed by Barclays
Bank, which also was the first institution to issue notes on the S&P 500 VIX
Short-Term and Mid-Term total return futures indexes in 2009. Currently, ETF
Database shows 16 US - traded ETFs in the volatility category®. Additionally,
there is a wide range of volatility derivatives beyond these based on VIX index.
Some of them are listed below:

1. VXEWZ, OVX, GVZ, VXN, RVX, VXST, VXEEM and VXTYN index futures
quoted on CFE exchange: http: //www.cboe.com/micro/volatility/introduction.
aspx

2. VNKY index futures quoted on OSAKA exchange: http://www.ose.or.jp/e/

3. VHSI index futures quoted on Hong Kong exchange: http://www.hkex.com.
hk/eng/index.htm

4, India VIX index futures quoted on NSE: http://www.nseindia.com/live_
market/dynaContent/live_watch/vix_home_page. htm

5. S&P/ASX200 VIX index futures quoted on ASX: http://www.asx.com.au/
index.htm

1 We gratefully acknowledge the government financial support via grant no. UMO -
2011/03/B/HS4/02298. The views presented in this text are those of the authors and
do not necessarily represent those of the National Bank of Poland or Union Invest-
ment TFI S.A.

2 http://www.eurexchange.com/exchange-en/products/vol/vol/14566/.

3 http://etfdb.com/etfdb-category/volatility/.



