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Abstract: Volatility index is the most essential and influential index in option markets. This report analyzes the characteristics
of VIX (iVX) and Skew index in both the American and Chinese markets. Via four examples, we illustrate the usage,
application and effect of volatility indexes. Results have shown that, by incorporating volatility indexes into trading, profit grew
higher, drawdown became smaller, and SHARPE ratio increased significantly. We conclude, whether it is in the American or

Chinese markets, volatility indexes exhibit practical usage in risk identification and trading enhancement.
Key words: volatility index, VIX, iVX, skew, risk identification
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