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When	volatility	is	low,	there’s	less	trading	happening,	and	prices	tend	to	move	along	with	fewer	swings	in	either	direction.	Photo	Courtesy:	Michael	Nagle/Bloomberg	via	Getty	Images	The	Market	Volatility	Index	(ticker	symbol:	VIX)	is	a	tool	that	the	Chicago	Board	Options	Exchange	(CBOE)	created	in	order	to	give	traders	a	reliable	estimation	of
upcoming	volatility	in	the	overall	stock	market.	To	put	things	simply,	the	VIX	is	kind	of	like	a	forecast	for	the	market,	predicting	either	clear	sailing	or	choppy	waters.	If	it’s	reading	high,	then	there’s	more	supply	and	demand	variability	as	stocks	are	being	bought	and	sold	at	more	frequent	rates	and	are	fluctuating	more	radically	in	price.	Is	it	always
100%	accurate?	The	health	of	the	stocks	in	this	particular	index	is	often	used	to	gauge	the	overall	health	of	the	stock	market	at	large.	His	areas	of	greatest	expertise,	however,	are	copyrights	and	trademarks.	In	other	words,	“don’t	put	all	your	eggs	in	one	basket”	when	it	comes	to	investing	in	the	stock	market.	A	key	advantage	of	a	DSPP	is	that	the
fees	are	much	lower	than	with	a	brokerage	account.	Many	banks	offer	existing	customers	brokerage	accounts,	or	you	can	go	with	an	online	provider	like	E-Trade.	When	the	value	of	the	S&P	500	is	up,	the	VIX	tends	to	fall	as	traders	settle	in	and	hold	their	shares	because	the	stocks	themselves	are	worth	more.	Why	is	this	important?	Research	Which
Stocks	You	Would	Like	to	Buy	The	next	step	is	to	carefully	think	about	which	stocks	you	would	like	to	buy.	One	way	to	do	this	is	through	an	employee	Direct	Stock	Purchase	Plan	(DSPP).	On	the	other	hand,	when	the	VIX	is	up,	that	means	that	there’s	more	trading	going	on	of	the	stocks	of	the	S&P	500,	which	indicates	that	there’s	ample	buying	and
selling	taking	place.	Tom	James,	Thomas	James,	and	Thomas	B.	According	to	a	white	paper	published	on	the	CBOE	website,	the	VIX	Index	is	often	overestimated	by	around	4	or	5	percentage	points.	These	large	entities	are	the	types	of	traders	that	have	the	ability,	because	of	their	high-volume	stock	ownership,	to	affect	the	price	of	any	given	stock	for
better	or	worse.	But	if	it	takes	the	full	10	days,	you	still	knew	that	was	a	possibility,	even	if	it	made	you	a	bit	impatient	or	disappointed.	The	idea	behind	it	is	to	measure	how	much	prices	on	the	overall	stock	market	are	likely	going	to	move	(and	how	quickly)	over	certain	lengths	of	time.	Open	a	Brokerage	Account	Once	you	have	decided	which
brokerage	account	you	would	like	to	open,	you	will	need	to	send	in	the	required	documentation	and	also	set	up	a	payment	system	to	fund	your	purchases.	These	include:	"E-Commerce	Law:	The	Legal	Compliance	Handbook	for	Online	Businesses,"	"Website	Law,"	"The	History	of	Custody	Law,"	and	"Domestic	Violence:	The	12	Things	You	Aren't
Supposed	to	Know."	He	has	also	written	and	published	a	number	of	law	review	articles.	But	it	does	get	a	bit	more	complicated	than	that,	and	it’s	important	to	understand	the	role	this	tool	can	play	in	the	ways	you	manage	your	investments.	Attorney	Tom	James	is	also	a	continuing	legal	education	instructor.	James	are	all	names	that	he	has	used,	at
different	times.Thomas	James	has	been	a	practicing	attorney	at	the	Tom	James	Law	Office	since	1995.	You	provide	the	broker	with	a	price	quote,	and	the	“buy”	order	is	executed	when	the	stock	hits	that	price	in	the	market.	Although	a	Cokato	attorney,	Thomas	James	has	obtained	trademark	registrations	on	behalf	of	national	organizations	and	he	has
helped	many	people,	including	nationally	recognized	authors,	protect	the	copyrights	in	their	works.	In	this	article,	you’ll	learn	how	to	easily	open	an	online	brokerage	account,	then	start	investing	right	away!	Compare	Brokerage	Accounts	The	most	common	way	to	buy	company	shares	is	by	setting	up	an	online	brokerage	account,	which	will	allow	you
to	easily	invest	in	the	stock	market.	There,	he	has	focused	on	helping	with	the	establishment	and	formation	of	small	businesses	and	nonprofit	organizations,	including	preparing	and	processing	applications	for	501(c)(3)	tax-exempt	status.	James,	and	sometimes	Tom	James,	he	has	authored	and	published	several	books.	It’s	important	to	thoroughly
research	the	companies	you	are	thinking	of	investing	in,	as	buying	a	share	is	a	sign	that	you	have	faith	in	the	firm’s	growth	potential	and	the	way	it’s	being	managed.	As	natural	resources,	they	are	used	in	the	production	process	of	all	manufactured	goods,	putting	them	at	the	heart	of	the	economic	cycle.	Some	common	payment	systems	include	using	a
check	or	linking	the	brokerage	account	to	your	checking	account.	To	use	an	analogy,	it’s	sort	of	similar	to	when	you	order	a	package	and	the	company	tells	you	to	expect	its	delivery	in	7–10	business	days.	Another	thing	to	think	about	is	how	to	diversify	your	portfolio,	which	is	one	of	the	fundamental	principles	of	investing.	You	don’t	need	to	go	through
a	human	broker,	which	is	the	way	that	stocks	were	traditionally	bought	and	sought.	In	the	same	way,	the	VIX	Index	is	meant	to	give	traders	an	idea	of	what	upcoming	market	conditions	will	be	like	within	a	reasonable	range.How	Can	Investors	Use	the	VIX?In	considering	how	the	VIX	can	help	you	as	an	average	trader,	keep	in	mind	that	its	predictions
can	give	you	an	idea	of	how	volatile	the	market	is	probably	going	to	be	but	not	necessarily	which	direction	it’s	going	to	go	in.	On	the	other	hand,	some	traders	do	the	exact	opposite,	preferring	to	buy	when	volatility	is	low	and	sell	when	it	goes	back	up.	After	establishing	which	stocks	you	would	like	to	buy,	and	how	many	shares	of	each	company,	it’s
time	for	the	fun	part—placing	an	order.	Prices	can	move	up	or	down	at	a	much	faster	rate	with	shares	of	a	volatile	stock,	so	for	investors,	buying	and	selling	at	the	right	time	becomes	even	more	critical.	The	vital	role	in	the	world’s	economy,	combined	with	the	specific	characteristics	of	commodity	markets,	make	this	an	asset	class	that	can	add	real
value	to	your	investment	portfolio.KeywordsFuture	PriceFuture	ContractInvestment	PortfolioCommodity	MarketAsset	ClassThese	keywords	were	added	by	machine	and	not	by	the	authors.	MORE	FROM	REFERENCE.COM	Cokato	attorney	Thomas	James	of	the	Law	Office	of	Tom	James	in	Minnesota.	Because,	however,	some	stocks	can	change	prices
very	quickly,	the	final	price	executed	may	differ	slightly	from	the	last	price	quote	provided.	So	if	the	VIX	Index	is	up	(or	down),	is	that	a	good	or	bad	sign?	Photo	Courtesy:	Ldecola/Wikipedia	In	general,	the	VIX	Index	is	often	an	inverse	image	of	the	market	itself.	He	teaches	courses	on	copyright,	trademark,	e-commerce	law,	ethics	and	the	elimination
of	bias	in	the	legal	profession,	family	law,	and	other	subjects.	It’s	possible	that	in	some	cases	you	pay	no	fees	at	all.	Definitely	not.	In	his	capacity	as	Thomas	B.	As	far	as	the	way	VIX	uses	the	S&P	500	to	make	volatility	predictions,	according	to	CBOE,	“The	VIX	Index	is	a	calculation	designed	to	produce	a	measure	of	constant,	30-day	expected	volatility
of	the	U.S.	stock	market,	derived	from	real-time,	mid-quote	prices	of	S&P	500	Index	(SPX)	call	and	put	options.”	While	this	can	be	a	complicated	concept,	it	boils	down	to	the	idea	that,	by	calculating	the	midpoints	of	option	bid/ask	prices	in	real-time,	the	VIX	can	essentially	predict	the	level	of	uncertainty	in	the	market.	Let’s	delve	into	what	the	VIX
does,	how	it	works	and	how	you	can	use	it	to	make	better-informed	trading	decisions.Why	Is	Market	Volatility	Important?The	VIX	is	also	sometimes	jokingly	referred	to	as	Wall	Street’s	“fear	index”	or	“fear	gauge,”	an	assessment	that	does	have	a	bit	of	truth	to	it.	This	process	is	experimental	and	the	keywords	may	be	updated	as	the	learning	algorithm
improves.	Thanks	to	technological	improvements	and	financial	innovations,	it’s	easier	than	ever	for	individuals	to	invest	in	the	stock	market.	Photo	Courtesy:	Michael	Nagle/Bloomberg	via	Getty	Images	When	volatility	—	the	rises	and	drops	in	value	an	investment	experiences	over	time	—	is	high,	there’s	a	great	deal	of	buying	and	selling	going	on,	as
well	as	a	greater	deal	of	uncertainty.	This	is	simply	a	form	of	insurance	that	provides	a	bit	of	leeway	in	case	of	surprises.	When	he	is	not	practicing	law,	teaching,	or	writing,	Tom	James	enjoys	hiking,	camping,	running	(when	he	is	not	injured),	spending	time	with	family	and	dogs,	and	photography.	Put	in	an	Order	There	are	two	major	order	types:
market	orders	and	limit	orders.	When	the	VIX	is	low,	look	out	below!”	And	indeed,	many	traders	do	buy	when	volatility	is	high	and	sell	when	it’s	low.	Market	orders	simply	refer	to	buying	orders	that	will	be	executed	at	the	current	market	price.	It	can	get	a	bit	complicated,	so	don’t	feel	like	you	have	to	have	a	thorough	academic	understanding	of	how
the	VIX	works	in	order	to	use	it.	By	examining	what	the	results	of	its	calculations	have	indicated	about	market	behavior	in	the	past	and	present,	the	VIX	can	predict	what	the	market	is	likely	to	do	in	the	next	30	days	with	impressive	clarity.	Be	sure	to	compare	several	different	options	and	read	all	the	fine	print	so	that	you	aren’t	surprised	by	any
trading	fees,	which	may	vary	according	to	factors	such	as	volumes	purchased	or	sold.	In	general,	the	VIX	provides	traders	with	an	idea	of	what	kind	of	action	to	expect	from	the	stock	market	in	the	near	future.	This	largely	depends	on	your	trading	strategy.	And	the	idea	that	it’s	meant	to	be	is	a	common	misconception.	Photo	Courtesy:	BRYAN	R.	The
important	thing	to	know	is	that	if	the	VIX	is	reading	low,	then	the	market	may	not	experience	a	great	deal	of	activity	in	the	coming	days,	as	traders	are	becoming	more	complacent.	Note	that	many	brokerage	accounts	require	a	minimum	amount	of	funds	you	need	to	initially	transfer	when	you	set	up	the	account.	The	reality	is	that	there	are	several
different	ways	to	approach	trading	based	on	volatility.	MORE	FROM	ASKMONEY.COM	If	it’s	delivered	sooner,	that’s	great.	Limit	orders,	meanwhile,	afford	you	slightly	more	control.	Not	all	companies,	however,	offer	this	option	to	their	employees.	It’s	not	uncommon	to	find	success	in	riding	their	coattails	when	it	comes	to	making	investment
decisions.How	Does	the	VIX	Measure	Market	Volatility?How	exactly	does	the	VIX	go	about	predicting	upcoming	volatility	in	the	market?	And	keeping	up	with	the	movements	of	institutional	investors	—	such	as	hedge	funds,	mutual	funds,	investment	banks,	pension	funds	and	insurance	companies	—	is	incredibly	important	for	individual	investors.	That
said,	there	are	times	when	the	VIX	Index	can	actually	fall	along	with	the	market	itself,	especially	after	a	period	of	strong	volatility.	It	can	help	identify	trends,	determine	what	type	of	investment	strategies	are	likely	to	yield	the	best	results	and	provide	a	sense	of	how	active	large,	institutional	investors	are	likely	to	be.	One	old	stock	market	adage
advises	“When	the	VIX	is	high,	it’s	time	to	buy.	An	Option	for	Investing	in	the	Stock	Market	Without	Opening	a	Brokerage	Account	It’s	also	possible	in	certain	cases	to	purchase	stocks	directly,	without	opening	a	brokerage	account.	17k	Accesses	1	Citations	5	Altmetric	Page	2	Commodities	are	the	world’s	raw	materials.	SMITH/Getty	Images	That	said,
know	that	its	basis	lies	in	tracking	the	prices	of	a	range	of	options	on	the	S&P	500	(SPX),	which	is	an	index	of	the	largest	500	publicly	traded	companies	on	the	U.S.	stock	market.	This	is	a	preview	of	subscription	content,	access	via	your	institution.	This	is	true	simply	because	the	majority	of	stocks	on	the	market	are	owned	and	traded	by	large
institutions.	Despite	his	relative	isolation	in	the	cornfields	of	greater	Minnesota,	Cokato	attorney	Thomas	James	is	the	founding	director	of	Echion	CLE,	a	nonprofit	educational	organization	providing	CLE	instruction	to	legal	professionals.	In	his	spare	time,	and	more	as	a	labor	of	love	than	anything	else,	attorney	Tom	James	maintains	a	blog	called
"Cokato	Copyright	Attorney	-	The	Law	Blog	of	Thomas	James."Strangely,	attorney	Thomas	James	is	also	the	author	of	a	collection	of	sweet	potato	recipes	and	what	he	calls	"tuber	tips."	These	are	short,	humorous,	often	outlandish	suggestions	and	pieces	of	advice	regarding	the	care,	use	and	preparation	of	sweet	potatoes.	Every	November,	he	treats	his
Facebook	friends	to	a	full	months	of	daily	Tuber	Tips.	As	you	can	see	in	the	graph	above,	the	VIX	soared	to	an	incredible	high	during	the	recession	of	2008,	when	the	market	itself	was	crumbling.
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