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We might be getting a little bit closer to understanding whether or not the changes in the capital markets are
cyclical or structural.  We view volatility - or the lack thereof - as a major factor impacting profitability across
financial  services.   More  volatility  generally  leads  to  more  volume  which  benefits  every  market  participant
who charges on a per trade basis: brokers, dealers, exchanges, SEFs, etc.  Even for investors, outside of long-
only funds many strategies tend to perform (whether outperform or underperform) when the markets really
get moving.

Going under that assumption, equity markets still are struggling to generate any excitement with volatility
remaining at historical lows as measured by the VIX, which is down roughly 10% over the past 12 months.
 But FX and the interest rate markets are showing a different story.  As measured by CBOE indices tracing 10
year UST prices (VXTYN) and Euro FX Volatility (EVZ) things are starting to get interesting.  The former is up
30% over the past 12 months and the latter up an eye opening 47%.  

Why?

The expectation for a rate increase from the US Fed this calendar year at high level explains increased
activity in the rates market.  As for FX, the Swiss National Bank added fuel to the fire, but the resurgence of
what seems to be a bona fide currency war is driving activity from corporate treasures and asset managers
alike.

These indices are of course do not track the entirety of the markets they focus on, but for lack of a better
proxy they provide interest insight into the direction the world is headed.

Charts are worth a thousand words, so take a look for yourself.

https://www.greenwich.com/
https://www.google.com/finance?cid=87692982100134
https://www.google.com/finance?q=VXTYN&ei=RPPsVLCiGamhsAfyzIG4Bg
https://www.google.com/finance?q=INDEXCBOE%3AEVZ&ei=ZvPsVOG_CuWssQe28oHYBw


(Source: Google Finance) 
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benchmarking, analytics and insights to the financial services industry.

We specialize in providing unique, high-value and actionable information to help our clients improve their
business performance.

Our suite of analytics and insights encompass all key performance metrics and drivers: market share, revenue
performance, client relationship share and quality, operational excellence, return on equity, behavioral
drivers, and industry evolution.

About CRISIL

CRISIL is a leading, agile and innovative global analytics company driven by its mission of making markets
function better. It is majority owned by S&P Global Inc., a leading provider of transparent and independent
ratings, benchmarks, analytics, and data to the capital and commodity markets worldwide.

CRISIL is India’s foremost provider of ratings, data, research, analytics, and solutions with a strong record of
growth, culture of innovation, and global footprint.

It has delivered independent opinions, actionable insights and efficient solutions to over 100,000 customers
through businesses that operate from India, the U.S., the U.K., Argentina, Poland, China, Hong Kong, and
Singapore.

For more information, visit www.crisil.com
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and headcount of financial services organisations (together with any other commercial information set out in
the Document). The Document may also include statements, estimates and projections with respect to the
anticipated future performance of certain companies and as to the market for those companies’ products and
services.

The Document does not constitute (or purport to constitute) an accurate or complete representation of past or
future activities of the businesses or companies considered in it but rather is designed to only highlight the
trends. This Document is not (and does not purport to be) a comprehensive Document on the financial state
of any business or company. The Document represents the views of Coalition Greenwich as on the date of the
Document and Coalition Greenwich has no obligation to update or change it in the light of new or additional
information or changed circumstances after submission of the Document.

This Document is not (and does not purport to be) a credit assessment or investment advice and should not
form basis of any lending, investment or credit decision. This Document does not constitute nor form part of
an offer or invitation to subscribe for, underwrite or purchase securities in any company. Nor should this
Document, or any part of it, form the basis to be relied upon in any way in connection with any contract
relating to any securities. The Document is not an investment analysis or research and is not subject to
regulatory or legal obligations on the production of, or content of, investment analysis or research.

The data in this Document may reflect the views reported to Coalition Greenwich by the research participants.
Interviewees may be asked about their use of and demand for financial products and services and about
investment practices in relevant financial markets. Coalition Greenwich compiles the data received, conducts
statistical analysis and reviews for presentation purposes to produce the final results.
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