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Disclosure:

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 visiting ibkr.com/occ. Multiple leg strategies, including
spreads, will incur multiple transaction costs.

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 your local Interactive Brokers Website.

Security futures involve a high degree of risk and are not suitable for all investors. The amount you may lose may be greater than your initial investment.
Before trading security futures, please read the Security Futures Risk Disclosure Statement. For a visit copy your local Interactive Brokers Website.

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 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

Interactive Brokers Canada Inc - Is a member of the Canadian Investment Regulatory Organization (CIRO) and Member - Canadian Investor Protection Fund
Interactive Brokers (U.K.) Limited is authorised and regulated by the Financial Conduct Authority. FCA Register Entry Number 208159

Interactive Brokers Ireland Limited is regulated by the Central Bank of Ireland. CBI, reference number C423427

Interactive Brokers Australia Pty. Ltd. - ABN 98 166 929 568 is licensed and regulated by the Australian Securities and Investments Commission AFSL: 453554
Interactive Brokers Singapore Pte. Ltd. - Is licensed and regulated by the Monetary Authority of Singapore. MAS, Licence No. CMS100917

Interactive Brokers Hong Kong Limited is regulated by the Hong Kong Securities and Futures Commission, and is a member of the SEHK and the HKFE
Interactive Brokers India Pvt. Ltd. member: NSE, BSE, SEBI. Regn. No. SEBI Registration No. INZ000217730; NSDL: IN-DP-NSDL-301-2008

Interactive Brokers Central Europe Zrt. is licensed and regulated by the Central Bank of Hungary (Magyar Nemzeti Bank) under no. H-EN-111-623/2020

As with all investments, your capital is at risk
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Implied Volatility Leans

What is an Implied Volatility Lean
How a trader can benefit from detecting IV Leans
Examples



Why Implied Volatility Leans Matter

Implied Volatility (V) is a key factor in options trading.
IV Leans occur when market quotes tilt towards the bid, ask, or both.

Understanding these leans can provide better trading opportunities and market
insights.



MarketChameleon’s IV Lean Detection Tool

The tool identifies IV leans in the bid, ask, or both sides.

It checks surrounding bid-ask spreads and implied
volatilities to detect potential market imbalances.

It provides a visual representation of market leans and
insights



What Causes an Implied Volatility Lean?

Dealers Quotes: Improve market to attract a counterparty.
Streaming or pegged orders: Improve market to execute a trade
Resting/Limit Orders: Tighter spreads improve market.

Both Sides Lean: Buyers and sellers improve prices simultaneously.



Key Benefits of Using IV Lean Data

Improved Execution: Better opportunities due to market participants improving
quotes.

Spread Trading Opportunities: Enhanced execution for vertical/time spreads.

Market Insights: Identifying demand dynamics and targeted options.



Finding Opportunities for Better Execution

e Tool highlights trades with narrowed bid-ask spreads.

e Traders can take advantage of improved market quotes.

e Example: Atrader looking to buy an option gets a better quote due to an IV
lean on the ask.



Spread Strategies and IV Leans

IV lean data helps in executing better spreads.

Example: Vertical/Time spreads with market improvement on one or both legs.

Multiple leg strategies, including spreads, will incur multiple transaction costs.


Ali Magnani
Multiple leg strategies, including spreads, will incur multiple transaction costs.


Understanding Demand Dynamics Through IV Leans

IV leans provide insights into what options traders are targeting.

Detecting leans reveals potential demands or market sentiments.



Historical Insights with IV Lean Data

Analyze past trades and leans to understand market behavior.

Helps detect if positions were built or targeted by large traders.



Key Takeaways from Using IV Lean Data

Improved Execution Opportunities
Spread Trading Insights
Deeper Market Understanding



Risks: Limitations and Considerations with IV Leans

1. Market News and Events: IV Leans provide insights, but news or significant
events can cause unpredictable changes in the market.

2. Option and Trading Risks: There are inherent risks in options trading,
including liquidity, price volatility, and time decay.

3. Imperfect Information: The tool helps detect conditions, but traders may still
lack access to all relevant market data.

4. Holistic Decision-Making: The IV lean tool should be part of a broader
strategy, factoring in trading risks, news, and risk management.

e Key Takeaway: The tool improves insights but doesn’t eliminate the need for
thorough risk assessment.



Examples

We will look at examples of implied volatility leans

Get Insights

Analyze trades



