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Has fear in financial markets reached its peak?  

 

Current charts of volatility show that short term market volatility is at record highs! This can 

be seen in the top half of the chart below, which shows ten day historic volatility on the All 

Ordinaries Index since its inception in 1980. 

But while high volatility can be a short term trader’s paradise, what does it mean for 
long-term investors?  

To answer this question, we overlaid the volatility chart of the All Ords against a log scale price chart, which is shown 

in the bottom half of the chart below. By comparing the two charts we found a very exciting trend. The vast majority 

of the major volatility spikes coincided with significant lows in the All Ords, with one notable exception in early 1994, 

which coincided with a market top.  

The volatility picture suggests that we could be on the cusp of another major turning point in the market. While 

downside risks remain a distinct possibility, given that we are already well off our market’s top, it is hard not to adopt 

an increasingly bullish stance for the short term in the form of a relief rally or short squeeze. Fear at record levels, an 

almost complete absence of bullish commentary and attractive valuations all suggest that the worst of the selling 

pressure may be coming to an end. 

 

Volatility in the All Ordinaries is at all time highs. Historically these volatility spikes have often coincided with lows in the market. 

Source: wise-owl.com, Bloomberg. 
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Disclaimer 
This report was produced by wise-owl.com Pty Ltd (ACN 097 446 369), which is an Australian financial services licensee (License 

no. 246670). Wise-owl.com Pty Ltd has made every effort to ensure that the information and material contained in this report is 

accurate and correct and has been obtained from reliable sources. However, no representation is made about the accuracy or 

completeness of the information and material and it should not be relied upon as a substitute for the exercise of independent 

judgment. Except to the extent required by law, wise-owl.com Pty Ltd does not accept any liability, including negligence, for any 

loss or damage arising from the use of, or reliance on, the material contained in this report. This report is for information purposes 

only and is not intended as an offer or solicitation with respect to the sale or purchase of any securities. The securities 

recommended by wise-owl.com carry no guarantee with respect to return of capital or the market value of those securities. There 

are general risks associated with any investment in securities. Investors should be aware that these risks might result in loss of 

income and capital invested. Neither wise-owl.com nor any of its associates guarantees the repayment of capital. WARNING: This 

report is intended to provide general financial product advice only. It has been prepared without having regarded to or taking into 

account any particular investor’s objectives, financial situation and/or needs. All investors should therefore consider the 

appropriateness of the advice, in light of their own objectives, financial situation and/or needs, before acting on the advice. Where 

applicable, investors should obtain a copy of and consider the product disclosure statement for that product (if any) before making 

any decision.  
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