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«The Political Risk Map» 
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«Geopolitical risks are on the rise» 
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«Geopolitical risk indexes» 

•Fed Geopolitical Risks (GPR) vs. Economic Policy Uncertainty Index (EPU)
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«Politics is changing» 

•Politicians used to sell dreams, now they sell threats and fear?

• But they also have the solutions

• The bigger the threat, the bigger the solution and the wings of more 
populist and extreme left and right have grown.
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«Global policy uncertainty vs VIX» 

•Baker Bloom and Davis  Economic Policy Uncertainty Index EPU
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«High Uncertainty but Low Volatility» 

• Are analysts no longer capable ?
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«Is volatility so low? realized versus implied» 
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«Is volatility so low? the curve is steep» 

• The VIX index regards 30 day options on the S&P 500
•The VIX curve is steep though.
•Beyond the short term investors are more worried

Maturity Volatilità (%)

Spot 10.4

1m 11.8

2m 12.8

3m 13.6

4m 14.7

5m 15.4

6m 15.9

7m 16.2

8m 17.1

9m 17.4
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«Vix 6 month expiry not quite so low » 
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«Low Correlation helps » 
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«VIX Skew is maybe more forward looking than the index itself » 
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«and FX markets» 

JP Morgan index calculated based on currency 3 month ATMF vols
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«Volatility even lower in US High Yield bond markets» 

iShares iboxx $ High Yield Corporate Bond ETF 3 month Implied Vol Vs SPDR S&P 500 ETF
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«and rates markets» 
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«Bonds, Equity and FX Volatility all lower» 
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«Investor pyschology» 

•Investors are dangerously complacent about geo political risks

•Markets have fallen into a “normalization of deviance” pattern to use the 
phrase of sociologist Diane Vaughan; so many political boundaries and 
precedents have been broken that investors have lost perspective on events 
because the bizarre seems almost normal.

•Also an element of Groupthink and Doublethink
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«Normalization of Deviance » 

Vaughan’s Normalization of Deviance “Social normalization of deviance means that people 
within the organization become so much accustomed to a deviation that they don’t consider 
it as deviant, despite the fact that they far exceed their own rules for the elementary safety” 
—Diane Vaughan, 1996

Cruise ship Costa Concordia grounded on Isola del Giglio, Italy. The ship captain consciously 
deviated from the approved course.

The Space Shuttle Challenger. On Jan. 28th, 1986, the spacecraft blew apart just 73 seconds 
after launch. the root cause of the Challenger disaster was related to the repeated choice of 
NASA officials to fly the space shuttle despite a dangerous design flaw with the O-rings
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«Secular trends could be more determinant » 

•Monetary Policy - Conventional and Unconventional

• ZIRP and the hunt for yield and carry

•Quantitative easing  has crowded out Bond markets

•Large amounts of excess cash

•Less active and more passive fund managers

•Increasing dominance of ETFs over active Mutual Funds
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«QE has helped to reduce to volatility» 
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«Flows into Inverse vol strategies have also played a part» 
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«Geopolitical risks are on the rise but economic growth ?» 

• Here lies the answer Economic outlook has continued to be stable globally 
notwithstanding the geopolitical events

•So far so good but differences between soft and hard data persist

•Stable economic outlook is associated with stable earnings, stable credit
metrics
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«Post Trump» 

•What happened to the wall, infrastructure spending, tax cuts and 
protectionism ?
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«Post Brexit ?» 

•Economy ? -so far so good
•Not much has happened yet and so no dramatic slowdown.
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«Conclusions» 

•Geopolitical events and risks are on the rise as politics changes

•Volatility remains low on all markets and risky assets continue to perform
well.

•Monetary policy like ZIRP and QE, investor pyschology, passive investing are 
important but economic stability is key.

•Leverage, market positioning and investor complacency are risks if economic
expectations change.
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Il presente documento contiene informazioni di proprietà di Assiom Forex e non può essere riprodotto, diffuso o utilizzato, in tutto o

in parte, senza il preventivo consenso scritto di Assiom Forex.

Nè le informazioni nè le opinioni espresse costituiscono un’offerta o un invito ad offrire, ad acquistare o a vendere strumenti

finanziari o altri prodotti di investimento, nè possono essere considerati quale consulenza finanziaria.

Il presente documento fornisce solamente informazioni di carattere generale; le informazioni e le opinioni sono state predisposte da

Assiom Forex utilizzando fonti ritenute affidabili, ma Assiom Forex non presta alcuna garanzia sulla accuratezza o completezza delle

stesse nè accetta alcuna responsabilità per i danni che possano derivare dall’utilizzo delle stesse. Le opinioni espresse nel presente

documento riflettono valutazioni effettuate alla data della presentazione e possono essere modificate senza preavviso.

Il presente documento contiene analisi e dati statistici, così come tabelle e altre informazioni di cui non viene fornita alcuna garanzia

quanto ad accuratezza e completezza, nè quanto al fatto che tali informazioni (e i presupposti su cui si basano) riflettano condizioni

di mercato attuali o future performance di mercato. Le predette informazioni e dati non devono essere considerati alla stregua di

informazioni o pareri fiscali, legali, finanziari o contabili.

This document contains information proprietary to Assiom Forex and may not be reproduced, disclosed or used in whole or in part

without the prior and express written permission of Assiom Forex.

Neither the information nor any opinion expressed constitutes an offer or an invitation to make an offer, to buy or sell any securities

or other investment, nor can be considered as a financial advisory.

This document provides general information only; information and opinions have been compiled by Assiom Forex from sources

believed to be reliable, but Assiom Forex does not make any representation as to its accuracy and completeness, nor accept any

liability for losses arising from the use thereof. The opinions expressed in this document reflect a judgement at the date of

presentation and are subject to change without notice.

This document contains statistical analyses and data as well as tables and other information on which no assurance can be given as

to accuracy or completeness nor as to whether such information (and the assumption upon which they are based) reflects present

market conditions or future market performance. Such information and data should not be considered as tax, legal, financial or

accounting information or advisory.

Disclaimer
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