
Options On Cboe Volatility Index® Futures Use Case 
Client: CTA (Commodity Trading Advisor) Fund 

Challenge: Accessing optionality for pure volatility positions related to the Cboe Volatility Index® (VIX® 
Index). 

Background: CTAs run managed futures strategies, both systematic and discretionary, but are constrained 
to using futures-based instruments. This use case looks at a CTA fund that is looking to access optionality in 
the equity volatility space. 

Approach: 

The CTA already runs a systematic strategy using Cboe Volatility Index (VX) futures to monetize views on 
volatility.   However, optionality for VIX Index exposures is currently only available via VIX options, which are 
securities.    

With the introduction of Options on VIX Futures (VX Options), the CTA is able to access and overlay 
optionality onto its positions. Not only do VX Options provide opportunities for the fund to create a more 
efficient portfolio by tailoring its risk profile to U.S. equity market volatility, but the fund may now also be able 
to construct a convex payoff to monetize tail events and systematically capture the volatility of volatility risk 
premium using VX Options (i.e. harvesting the implied vs. realized volatility spread for Options on VIX 
Futures) across the VX futures term structure.  Thus, for a fund that is a medium to long term trend follower, 
call options on VX futures could help mitigate the risk to sharp liquidity cascades when the fund is caught on 
the wrong side of the equity trend.  

In summary, by adding Options on VIX Futures to the toolkit, the CTA may now be able to specifically tailor 
and refine its exposure to pure volatility trading strategies. 

Options on VIX Futures are offered for trading on Cboe Futures Exchange, LLC (CFE®).  For more information 
about Options on VIX Futures, visit: VX Options (cboe.com) 

 

Trading in futures and options on futures is not suitable for all market participants and involves the risk of loss, which can be substantial 
and can exceed the amount of money deposited for a futures or options on futures position. You should, therefore, carefully consider 
whether trading in futures and options on futures is suitable for you in light of your circumstances and financial resources. You should 
put at risk only funds that you can afford to lose without affecting your lifestyle. For additional information regarding the risks associated 
with trading futures and options on futures and with trading security futures, see respectively the Risk Disclosure Statement Referenced 
in CFTC Letter 16-82 and the Risk Disclosure Statement for Security Futures Contracts. Certain risks associated with options, futures, 
and options on futures and certain disclosures relating to information provided regarding these products are also highlighted at 
https://www.cboe.com/us disclaimers. 

This information is provided for general education and information purposes only. No statement provided should be construed as a 
recommendation to buy or sell a security, future, option on a future, security future, digital asset, financial instrument, investment fund, 
or other investment product (collectively, a “financial product”), or to provide investment advice.  

The S&P 500 Index is a product of S&P Dow Jones Indices LLC (“S&P DJI”) and has been licensed for use by Cboe. Cboe exchange-traded 
products that have the S&P 500 Index or other S&P Indexes (collectively, the "S&P Indexes") as their underlying interest are not 
sponsored, endorsed, sold or promoted by S&P DJI or its affiliates (collectively, "S&P"). S&P does not make any representations or 
recommendations concerning the advisability of investing in products that have S&P Indexes as their underlying interests, and S&P will 
have no liability with respect thereto. 

Cboe®, CFE®, Cboe Futures Exchange®, and VIX® are registered trademarks of Cboe Exchange, Inc. All other trademarks and service 
marks are the property of their respective owners. 
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https://www.cboe.com/VIX-OOF-pipeline-hub/

