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Snapshot: Following last month’s surprise inflation miss, S&P 500 options prices imply significant volatility should CPI
come in higher or lower than expected.

November CPI print carries potential for
elevated volatility
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This week’s November US Consumer Price Index reading will be closely watched by investors. Scheduled for Dec. 13,
it's not only the final reading of 2022, but follows October data that showed a surprise slowdown in price pressures. That
release sparked a 5.5% rally in the S&P 500, the best first-day reaction to a CPI report since at least 2003, according to

Bloomberg.

Recent non-farm payroll and ISM data rattled markets, raising the stakes for the Dec. 13 release. A lower-than-expected
CPI print could signal a trend of inflation returning to the Fed’s target long-term level of 2%, which could mean a hike of
less than 75bp at the FOMC meeting on Dec. 14. If however the print is significantly higher, it could mean more

aggressive Fed action and increased market fears over inflation.




November CPI print carries potential for elevated volatility A

Here’s what's currently implied from options prices in terms of excess event-related volatility for November CPI,
according to Optiver data. In other words, here’s how much the event is expected to impact the following indexes and
currency pairs over and above normal volatility, one hour after its release.
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US November
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Source: Optiver Note: Note: SPX=S&P 500, NQ=Nasdaq 100, ESX=Euro Stoxx 50

For context, here’s how much markets moved in the one hour following the release of October CPI on Nov. 10. This
suggests options markets are bracing for similar volatility to that seen on Nov. 10.

NQ ESX EURUSD

US October
CPI

3.44% 2.11% 1.59%

Source: Optiver Note: SPX=S&P 500, NQ=Nasdaq 100, ESX=Euro Stoxx 50

Analysts anticipate headline US CPI to have increased 0.3% month on month and 7.3% year on year, and for core
inflation (which excludes food and energy) to have gained 0.3% month on month and 6.1% year on year, according to
Bloomberg.

Recall that core CPI for October came in 0.2% lower year over year than expectations. Should inflation once again
come in 0.2% lower than expectations, S&P 500 Index options imply a positive reaction in the range of 2.5% to
5.5% for the trading day.

Conversely, if inflation comes in 0.2% higher than expectations, the S&P 500 Index could drop 3%-6% according
to options prices, potentially retracing the majority of gains it saw on Nov. 10.

Inflation has been a key theme of 2022. Whatever the reading on Dec. 13, we expect US CPI to remain a focus for global
markets over the coming months.
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US CPI is hardly the only important event this month. Options traders are also closely watching policy decisions from the
FOMC (Dec. 13/14), the European Central Bank (Dec. 15) and the Bank of England (Dec. 15).

Here’s what's currently implied from options prices in terms of excess event-related volatility for these events, according

to Optiver data. In other words, here’s how much the events are expected to impact the following indexes and currency
pairs over and above normal volatility, in the hour after the announcement.

SPX ESX EURUSD

FOMC Dec. 13/14 1.75% 1.10% 0.94%

ECB Dec. 15 0.40% 0.79% 0.80%

BoE Dec. 15 0.22% 0.26%

Source: Optiver Note: SPX=S&P 500, NQ=Nasdaq 100, ESX=Euro Stoxx 50
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