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Why Implied Volatility Leans Matter

Implied Volatility (IV) is a key factor in options trading.

IV Leans occur when market quotes tilt towards the bid, ask, or both.

Understanding these leans can provide better trading opportunities and market 
insights.



MarketChameleon’s IV Lean Detection Tool

The tool identifies IV leans in the bid, ask, or both sides.

It checks surrounding bid-ask spreads and implied 
volatilities to detect potential market imbalances.

It provides a visual representation of market leans and 
insights



What Causes an Implied Volatility Lean?

Dealers Quotes: Improve market to attract a counterparty.

Streaming or pegged orders: Improve market to execute a trade

Resting/Limit Orders: Tighter spreads improve market.

Both Sides Lean: Buyers and sellers improve prices simultaneously.



Key Benefits of Using IV Lean Data

Improved Execution: Better opportunities due to market participants improving 
quotes.

Spread Trading Opportunities: Enhanced execution for vertical/time spreads.

Market Insights: Identifying demand dynamics and targeted options.



Finding Opportunities for Better Execution

● Tool highlights trades with narrowed bid-ask spreads.

● Traders can take advantage of improved market quotes.

● Example: A trader looking to buy an option gets a better quote due to an IV 
lean on the ask.



Spread Strategies and IV Leans

IV lean data helps in executing better spreads.

Example: Vertical/Time spreads with market improvement on one or both legs.

Ali Magnani
Multiple leg strategies, including spreads, will incur multiple transaction costs.



Understanding Demand Dynamics Through IV Leans

IV leans provide insights into what options traders are targeting.

Detecting leans reveals potential demands or market sentiments.



Historical Insights with IV Lean Data

Analyze past trades and leans to understand market behavior.

Helps detect if positions were built or targeted by large traders.



Key Takeaways from Using IV Lean Data

Improved Execution Opportunities

Spread Trading Insights

Deeper Market Understanding



Risks: Limitations and Considerations with IV Leans

1. Market News and Events: IV Leans provide insights, but news or significant 
events can cause unpredictable changes in the market.

2. Option and Trading Risks: There are inherent risks in options trading, 
including liquidity, price volatility, and time decay.

3. Imperfect Information: The tool helps detect conditions, but traders may still 
lack access to all relevant market data.

4. Holistic Decision-Making: The IV lean tool should be part of a broader 
strategy, factoring in trading risks, news, and risk management.

● Key Takeaway: The tool improves insights but doesn’t eliminate the need for 
thorough risk assessment.



Examples

We will look at examples of implied volatility leans

Get Insights

Analyze trades


