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1. Overview

Eurex held its Focus Day: Volatility—an online forum dedicated to navigating

the evolving volatility landscape across asset classes. The event brought together
leading participants from the derivatives market, including market makers,
hedge funds, asset managers, exchanges, and index providers. Industry experts
from Allianz Global Investors, ADAPT Investment Managers, IMC, STOXX, SimCorp,
Susquehanna, and WEX shared insights on macro trends, product innovation,
liquidity dynamics, and strategic approaches shaping today’s markets

Key takeaways included:

' Strong growth outlook

ODTE (same-day-expiration) EURO STOXX 50® Daily Options, Flex options,
and STOXX® Europe 600® derivatives seem primed for continued growth.

' Liquidity improvements

Initiatives designed to improve on-screen liquidity of EURO STOXX 50 options
are working and picking up steam.

' Strategy evolution

Relative-value strategies are easier to manage within a single market than
across asset classes or regions, though investors are becoming more
sophisticated in cross-market execution.

@ Risk factors



https://www.eurex.com/ex-en/markets/idx/stx/euro-stoxx-50-derivatives/products/EURO-STOXX-50-End-of-Day-Index-Options-3657350
https://www.eurex.com/ex-en/markets/idx/stx/stoxx-europe-600
https://www.eurex.com/ex-en/markets/idx/stx/euro-stoxx-50-derivatives/products/EURO-STOXX-50-Index-Options-46548

2. Macro volatility

outlook

The first panel kicked off with Christoph Schon, Lead Principal and Strategist
at SimCorp, offering a macro-level perspective on volatility drivers.

With the end of U.S. Federal Reserve Chair
Powell's term approaching, monetary policy
remains a key focus. Schon sees potential equity
market responses to future Fed cuts as linked

to their purpose; equity markets tend to respond
positively to cuts aimed at reversing economic
weakness. However, politically driven cuts could,
if substantial enough, lead to capital outflows
from the U.S., keeping longer-term yields higher
rather than lower.

His outlook for Treasury yields is that, barring
rising inflation, longer-term yields may have
limited upside, given a long-term cap on nominal
yields around twice the expected inflation, with

trade tensions being another key factor to watch.

Since April's market reactions closely followed
modeled expectations at the sector level and given
how much time investors have had to prepare
for a further escalation of tariffs, additional tariff
increases are less likely to significantly impact
equity volatility than previous ones.




3. Tools to hedge
European exposure

The second panel addressed a range of specific products and strategies,

as well as views on liquidity provisioning.

Thomas Shuttlewood, Head of Strategy and Digital
Asset Indices at STOXX, pointed out increasing
demand for VSTOXX®-style volatility benchmarks
across broader segments of the equity market,
such as the STOXX® Europe 600 and the EURO
STOXX® Banks sector. He also mentioned that
the VSTOXX® has benefited from more stable
settlement processes following last year’s method-
ology adjustment.

Matt Koren, Sales Americas at Eurex, backed
this view, highlighting the expanding liquidity
of underlying indices supported by strong futures
and options growth on the STOXX® Europe 600,
including Total Return Futures. He also noted
the rising adoption of rate-related futures and
credit asset classes.

Come Legal, Senior Volatility Portfolio Manager
at Adapt Investment Managers, expressed his view
that volatility relative-value opportunities across
different asset classes should generally be treated
as separate trades, unless there is a fundamental
link between the trade legs.

Kamran Khan, Senior Relationship Manager

for Electronic Trading Strategies at WEX,

also discussed relative-value trading. According

to Khan, when relative-value investors are spread
across several continents, there is increased
demand for execution techniques that synchronize
trade execution timing. He also mentioned that
there could be rapid growth in trading large
baskets of options using dispersion strategies,
which may raise crowding concerns.

On liquidity, Koren discussed approaches to
improving on-screen liquidity for EURO STOXX 50°®
options, including sponsored access and a new
initiative for incentivizing on-screen liquidity
provision.

On that same topic, Legal expressed his concern
that reliance on market makers for liquidity
provision could result in poor liquidity during
stressed market conditions. That concern leads
him to prefer simpler trading structures.



https://www.eurex.com/ex-en/markets/idx/stx/
https://www.eurex.com/ex-en/markets/idx/trf/
https://www.eurex.com/ex-en/markets/vol/vstoxx

4. Systematic volatility

strategies

The third panel brought together experts on systematic strategies in equity and

fixed income volatility.

Mikhail Krayzler, Senior Portfolio Manager

at Allianz Global Investors, discussed the role

of quantitative techniques in systematic trading.
A trade always requires a solid justification,
not just a strong backtest. Quantitative execution
rules, however, could help to develop strategies
that remain robust across a range of risks.

Rex Jones, from Eurex’s Derivative Products &
Markets team, reflected on the significant change
in market environment for European interest
rate volatility over the past five years, moving

from a negative interest rate environment
to more normal conditions. While the volatility
risk premium has compressed, a reasonable
volatility risk premium remains.

When asked about the trend toward shorter-
dated option strategies, Krayzler expressed
enthusiasm about the large amount of data
produced by frequent option expirations,
while Jones mentioned that European fixed
income markets have been increasingly
embracing weekly expirations.

5. US Strategies
migrating to Europe

Robert Switzer, European Head of Derivatives Sales at Susquehanna, joined
Matt Koren for the fourth session to explore how major US derivatives market

trends are reshaping Europe’s markets.

Switzer highlighted unique opportunities driving
the US's interest in Europe, including thematic
factors like the strength of the defense sector
as well as structural factors such as dividends
that are often underpriced in structured products.
Koren added that investors expect a “catch-up”
growth in Europe for products that have surged

in the U.S., such as zero-day-to-expiration (ODTE)
options, dispersion trades, and On-screen liquidity
conditions are becoming less of a concern

in Flex Options as liquidity in Europe continues
to improve, and investors realize that more
liquidity may be hidden on screens than the
order book shows.




6.Deepening
EURO STOXX 50°©
Options liquidity -
in ODTE and beyond

The final session focused on EURO STOXX 50® Options, with particular attention
to the fast-growing market for ultra-short-dated ODTE options.

To provide context, moderator Rocky Fishman,
Founder and Strategist at Asym 500, noted that
in the US, ODTE options now account for more
than 60% of the S&P 500° options’ $2.7 trillion
daily notional volume, or roughly $1.6 trillion
per day.

Strahinja Trenkic, from Eurex's Market & Liquidity
Analytics team, reported strong growth in EURO
STOXX 50® ODTE trading. However, for now,
volumes remain in the single-digit percentage
range of total options activity. Explaining that
significant difference, Sergio Tam, from IMC'’s
Derivatives Sales & Business Development team,
highlighted that the U.S. is heavily retail-driven,
while European trading is predominantly

institutional. As a result, EURO STOXX 50® daily
expirations in Europe are often used for multi-day
trades around events.

Trenkic and Tam guided the audience through
slides showing improved on-screen liquidity
due to earlier incentive programs this year.
The slides highlighted increased market maker
coverage in EURO STOXX 50® Index Options,
resulting in narrower spreads and available
trading sizes. Both speakers expressed
optimism about ongoing growth. Find detailed
information on the extension and amendments
to the Liquidity Provider (LP) Scheme for
EURO STOXX 50® End-of-Day Index Options
(OEXP) here.



https://www.eurex.com/ex-en/find/circulars/circular-4823994
https://www.eurex.com/ex-en/markets/idx/daily-opt/Webcast-replay-Navigating-the-volatility-landscape-strategies-across-asset-classes-Daily-Options-and-VSTOXX
https://www.eurex.com/ex-en/markets/idx/daily-opt
https://www.eurex.com/ex-en/markets/idx/daily-opt
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https://www.eurex.com/ex-en/markets/idx/daily-opt

