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Volatility vs. Stock Returns

Year VIX High VIX Low VIX Average S&P 500
Total Return

Source: Bloomberg. Past performance is no guarantee of future results. 

Annual Change in CBOE SPX Volatility Index 
(VIX) and S&P 500 Index Total Returns  
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This chart is for illustrative purposes only and not indicative of any actual investment. The illustration excludes the effects of taxes and brokerage commissions or other expenses incurred when investing. Investors cannot invest directly
in an index. The S&P 500 is a capitalization-weighted index comprised of 500 stocks (currently 505) used to measure large-cap U.S. stock market performance. The VIX Index (The CBOE SPX Volatility Index®) estimates expected volatility
by averaging the weighted prices of S&P 500 puts and calls over a wide range of strike prices.
The information presented is not intended to constitute an investment recommendation for, or advice to, any specific person. By providing this information, First Trust is not undertaking to give advice in any fiduciary capacity within the
meaning of ERISA and the Internal Revenue Code. First Trust has no knowledge of and has not been provided any information regarding any investor. Financial advisors must determine whether particular investments are appropriate
for their clients. First Trust believes the financial advisor is a fiduciary, is capable of evaluating investment risks independently and is responsible for exercising independent judgment with respect to its retirement plan clients.

View from the Observation Deck 

1. The Chicago Board Options Exchange (CBOE) SPX Volatility Index (VIX) uses S&P 500 Index options activity to gauge investors' expectations
of volatility. It represents a 30-day measure. 

2. The VIX Index is often referred to as the "fear index" by the financial media. Aside from 2008 (financial crisis), the VIX Index has demonstrated
it can fluctuate dramatically on an intra-year basis without negatively impacting the performance of the S&P 500 Index (see 2003, 2009 & 2010
in table). 

3. From 2003 through 2018, the average reading on the VIX Index was 18.63 (not shown in table), according to data from Bloomberg. Over that
same period, the average annual total return for the S&P 500 Index was 8.96%, according to Bloomberg. 

4. For comparative purposes, from 1926-2018 (93 years), the average annual total return posted by the S&P 500 Index was 9.99%, according to
Ibbotson Associates/Morningstar. 

5. While the average reading for the VIX Index was just 16.62 in 2018, below its 18.63 average from 2003-2018, the S&P 500 Index posted a total
return of -4.38%. 

6. Looking at the high, low and average data points in the table for 2018 would not shed light on the fact that the S&P 500 Index registered two
corrections (Q1’18 & Q4’18) involving a price decline of 10.00% to 19.99%.  

7. Volatility was uncharacteristically low in 2017. It normalized in 2018. While it is a tool that traders may take notice of, it is not something
investors should sweat, in our opinion.  


