
CONCEPTOPEDIA

“Understanding VIX Index”



VIX or CBOE (Chicago Board Options Exchange) 
Volatility Index is a measure of market’s 
expectation of volatility in the near term.

It is considered as a contrarian indicator and is 
also colloquially referred as the “fear index or the 
fear gauge”.

India VIX refers to the India Volatility index. It 
depicts the expected market volatility over the 
next 30 days. 

High Levels of India VIX 
Index indicates higher 
expected volatility and
reflects higher level of fear 
prevailing in the market.

Low levels of VIX Index 
indicates lower expected 
volatility and reflects 
lower level of fear 
prevailing in the market.

• Chicago Board Options Exchange (CBOE) owns the VIX trademark. In the US, VIX values are

calculated using the CBOE traded standard S&P 500 options with near term expiration dates, thus

generating a 30 day forward projection of volatility.

• In India, value of VIX has been computed by NSE since November 2007 and is based on out-of-the-

money (OTM) option prices of the Nifty.

• India VIX also uses the computation methodology of CBOE with suitable amendments to adapt

to the NIFTY options order book.

• From the best bid-ask prices of NIFTY Options contracts, a volatility figure (%) is calculated which

indicates the expected market volatility over the next 30 calendar days.

Disclaimer: The above information is for informational and educational purposes only. It should not be construed as an investment advice.

Source: www.Investopedia.com; https://www.nseindia.com

Who owns the VIX Trademark?

VIX Index

Please note:- Option is a contingent claim representing an asset that has a
future payoff, only if a future event takes place (E.g. an asset price greater than
a specific price or an asset lower than a specified price).



Chart Source: https://www.traderscockpit.com

Excerpt source: https://m.rbi.org.in/scripts/PublicationsView.aspx?id=21337

Disclaimer: The above chart is for illustrative & educational purposes only. It should not be construed as an investment advice.

India VIX v/s NIFTY

As can be seen from the chart, that during the onset of Covid -19 ( Feb- Mar’20), India VIX had a
touched a high level of ~86 and Nifty 50 crashed by over 30% for the same period. The same
holds true for the periods of US Credit Rating Downgrade in Aug’ 11, where India VIX had risen
to ~35 in Aug’11 and Nifty 50 had fallen by ~11% in that month. Another example was the event
of US Taper Tantrums in Jun -Sep’ 13, where India VIX had increased from 16.9 in June’ 13 to
32.5 in Sep’13 and Nifty 50 had corrected by -3% for the period .

This indicates a negative correlation between India VIX and the Nifty. However, there were two 
occasions where India VIX and Nifty were not negatively correlated. 

Please find below the excerpt from a publication by the RBI:

“In India, the stock market rose amidst high volatility towards the end of January 2018 but fell at
the beginning of February 2018 alongside turbulence in global stock markets. In consonance with
it, the India VIX increased sharply during this period and touched 20 on February 6, 2018. With a
sharp correction in equity indices in February 2018, the inverse relationship got restored in the
rest part of February 2018.

The simultaneous rise in the Nifty and the India VIX appeared again in April 2019.”

Covid 19
(Feb-Apr’20)

Yuan Devaluation
(Aug’ 15)

Taper Tantrums
(June-Sep’ 13)

NBFC Crisis
(June’18 –

Sep’19)

US Credit Rating 
Downgrade (Aug’ 11)



Thank You!

Disclaimer: While reasonable endeavour has been made to present reliable data in
the Presentation, WhiteOak Capital Asset Management Limited (‘WhiteOak Capital’)
does not guarantee the accuracy or completeness of the data in the Presentation.
WhiteOak Capital or any of its connected persons including its subsidiaries or
associates or partners or employees shall not be in anyway responsible for any loss or
damage that may arise to any person from any inadvertent error in the information
contained, views and opinions expressed in this Presentation. Past performance
should not be taken as an indication or guarantee of future performance, and no
representation or warranty, express or implied, is made regarding future performance.
Information, opinions and estimates contained in this Presentation reflect a judgment
of its original date of publication by WhiteOak Capital and are subject to change
without notice. This Presentation is not directed or intended for distribution to, or use
by, any person or entity who is a citizen or resident of or located in any locality, state,
country or other jurisdiction, where such distribution, publication, availability or use
would be contrary to local law, regulation or which would subject WhiteOak Capital
and its affiliates to any registration or licensing requirement within such jurisdiction.
Persons in whose possession this Presentation may come are required to inform
themselves of and to observe such restrictions. Before making any investments, the
readers are advised to seek independent professional advice, verify the contents in
order to arrive at an informed investment decision.

www.whiteoakindia.com
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