Volatility
o | = ETiE:

O

T T A T E R, W RalE THls.
For the investor who knows what he is doing, volatility creates opportunity.
— 25 « £55 & (John Train)

MR ETHREBRT RS TS, RENSEERMT T, EXTEERNKHET,
Outperforming the market with low volatility on a consistent basis is an impossibility. I outperformed

the market for 30-odd years, but not with low volatility.

—T%E « EFHT (George Soros)

“RRERBKRE" , EMHHIAFSBNTRE, ERELNR “KIE” g8 “TH” 6
BOR. AEERMTSHE, TRRERR. AR, LR, KFFaNNE, BEERHAS, SNEZEHE
ECORKT FCRIRY, ERTHASHR— RN TS.

RARENEEERA T NRRNEEN— D8R, SLREMAN ERGE — MR EZMH
= EAURR T AR AREN, MENRR T ERE SRR KRS, S
MENZEMEZL, AFREENTHEEMERARHES: REER, SRMASNMENLEH
V&, AN EROBEES SR, WENERNE .

Core Functions and Syntaxes
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1.1 ez

EiREE—MEBRZAME, LA TR MIEEEIRE (Return On Investment, ROI), B &
XEBEBIRAMRENER, EFERANEESVHRANLERSTR, WEL-1IHATR.

Famnl wnlo (T locor dredemss sl rlegei}
xh___ﬁ
Return = Value, — Value,
j Ve
IH_"".
1-1 3B AR

Heh, BRAEE Value,— Value, #F 4 1FEHR (net return).

THEHMREEZNNEAGIFEMATREENERE. XEREETIEH (Business Day) FIWE N .
WMEL207R, @ZINRENEAS, HER, - iZINRENERDS, . WRSHASZIF - 1828
SEMAE, BIEI(1-1) T DU E HARN AR (Profit and Loss, PnL, P&L)

PnL,=S,-S, , (1-1)

TEARERDLMBERT, ORPoL, >0, Wr— IRZIRHMNKE, H2EH, RAEZSMERE
B Rz, WMRPIL, <0, - INZIXHENKE, WAL, RABEVSHTRAZEENSH
S

ook prico

3 -3 -1

B2 EREMNEES
TR B (dividend) FIIBER T, % HEHPEEREEE (simple return) o] UBIT N (1-2)11 & .

n=— (1-2)

B THEMNGFIAFEENIERA G RERE. FAFNAOTRE, THLDHAE (Amazon) 7£
20205212321 H 228 H AR ZAVAE W E N

B2 Chl 1 A.p é i Y

import numpy as np

import pandas_ datareader
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ticker = 'AMZN'
stock = pandas datareader.data.DataReader(ticker, data source='yahoo'
start="'12-21-2020"', end='12-28-2020")["Adj Close']

| print(stock)
ETD%WT

Date

2020-12-21 3206.179932
2020-12-22 3206.520020
2020-12-23 3185.270020
2020-12-24 3172.689941
2020-12-28 3283.959961
Name: Adj Close, dtype: float64

RIBRTE XN TEIRENBHAR, FAPython5HitER, IFiHERAGELDRE.
D

#via formula

returns daily = (stock / stock.shift(1l)) - 1

print(returns daily)

HE R ERENT.

Date

2020-12-21 NaN
2020-12-22 0.000106
2020-12-23 -0.006627
2020-12-24 -0.003949
2020-12-28 0.035071

Name: Adj Close, dtype: float64

Python PIEFEMH T — B IRAI R Hipet_change() SRITHE R R EIREK, MREMXDEE, KD
LIRS

B2 Chl 1 C.py] ( )

#alternative via pct change() function

returns daily = stock.pct change ()

|print(returns_daily)

BRNBEEEERELERMN TR, TRXSFEREATITENER T2HEE.

Date
2020-12-21 NaN
2020-12-22 0.000106

2020-12-23 -0.006627
2020-12-24 -0.003949
2020-12-28 0.035071
Name: Adj Close, dtype: float64d
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A WTFRNANDT, BESARNHERE, HHFRRAA:

R, TEARY AR ENEERE.

#log return

print(log return daily)

S ERELERNT.
Date
2020-12-21 NaN

2020-12-22 0.000106
2020-12-23 -0.006649
2020-12-24 -0.003957
2020-12-28 0.034470
Name: Adj Close, dtype: float64

Bk R EZLS — R EMNER, FIEGTHRNENEA—RHNER, WRETHRENLK,
A RBIREARN:

Rz, B8 AT 8 ER R T DUBI R (1-5)K 5.

I [E) fay B [EHR R O] UL R (1-6) 3K 15 -

B HEEERERT B (1-7)KE.
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THE AR AL M FEFEEEERE (FRED: https: //fred stlouisfed.org) ZKE 201012 528 H /2020512
A28 +FEMREISEL (S&PS500) FUNEEIE, FHitfT 7 2EER.

B2 Chl 2 A.py ( )

import pandas datareader

import matplotlib.pyplot as plt

#sp500 price

sp500 = pandas datareader.data.DataReader (['sp500'], data source='fred',
start='12-28-2010"', end='12-28-2020")

#plot sp500 price

plt.plot (sp500['sp500'], color='dodgerblue')

plt.title('S&P 500 price')

plt.xlabel ('Date')

plt.ylabel ('Price')

plt.gca() -spines['right']l.set visible (False)

plt.gca() -spines['top']l.set visible(False)
plt.gca() .yaxis.set ticks position('left')
plt.gca()

WMEN-3FRA ERRIBETER. NEFRTUEY, REERINEREERN T, X5%
RAFEXTEPHERET. B2, MENENHLEBEES, BNEESBEERNEASIET
M. tban, Ml$%ETL,mmiﬁ%ﬁﬁ%ﬁ%ﬁmT%EﬁT%,ﬁ%ﬁ%ﬁm*hﬁqﬁé
RAFHE Ao .

.xaxls.set ticks position('bottom')

11 013 A3 M4 WIS X6 W7 XX W19 AG0 00
Caien
E1-3 AL RN
ERFEVNANBEHRELRETEAR, TIUATERE, 235 EHAERIIRERE, WNE
1-4FfT7
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B2 Chl 2 B.py E:zj

#daily return

sp500['return daily'l = sp500['sp500'].pct change ()
sp500.dropna (inplace=True)

#plot daily return

plt.plot (sp500['return daily'l, color='dodgerblue')
plt.title('S&P 500 daily returns')

plt.xlabel ('Date')

plt.ylabel ('Daily return')

plt.gca() .spines['right'].set visible (False)
plt.gca() .spines['top'].set visible (False)

plt.gca() .yaxis.set ticks position('left"')

plt.gca() .xaxis.set ticks position('bottom')

010

R T T T
Duie
El1-4 REEHAERE
FATERE, IARESFHMITERORE, HLHWE-SHARNMERE. RIBFR R
resample('M") JPOTEAERE, MEFTESIFEKREK. WEERE, BZRENSEAENL
AW BWRIT . XMREIFEEFEA, ARTUEHRLBHTER, NEHFERIZRE.

B2 Chl 2 C.py é i Y

#monthly return

sp500 monthly returns = sp500['sp500'].resample ('M") .ffill () .pct change ()
#plot monthly return

plt.plot (sp500 monthly returns, color='dodgerblue')

plt.title('S&P 500 monthly returns')

plt.xlabel ('Date')

plt.ylabel ('Monthly return')

Python&: BE XU EIEFRM | LEKFE



plt.gca() .spines['right'].set visible(False)
plt.gca() -spines['top']l.set visible(False)
plt.gca() .yaxis.set ticks position('left')
plt.gca() .xaxis.set ticks position('bottom')

814

—& 111+

M M2 W3 W4 XIS N6 M7 M e N8 N
Duie
E1-5 tRSEHA mRE
BIHANAMBERE, BEREETUENERRZRBRNEBNE/SENKIEE, ATt
HEANEER, BEEMNHRRER, XHF gﬁ'ﬁf‘%f 1E]#RZE (cumulative return). EAS, FilF
cumprod() BREITEFENRREIRE, HLH 7 WEI1-6ATRAIHZEE .

B2 Chl 2 D.py ( )

#daily cumulative return

sp500 cum returns daily = (sp500['return daily'l + 1).cumprod()
#plot daily cumulative return

plt.plot (sp500 cum returns daily, color='dodgerblue')
plt.title('S&P 500 daily cumulative returns')

plt.xlabel ('Date')

plt.ylabel ('Cumulative return')

plt.gca() -spines['right'l.set visible (False)

plt.gca() .spines['top']l.set visible (False)

()
plt.gca() .yaxis.set ticks position('left')
plt.gca ()

RETUUEH, E1-65RFAREIBHMEAIE 38R T LARDSN, E2—8, X2RARREIR
KR E MR, BMREMIARAA— NS, ZEEINER.

.xaxis.set ticks position('bottom')
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2011 20722007 2814 2005 2005201 7 200 E 28102030 2071
Dt
1-6 AREIEHRRAERE

KM, FIATRETLUTE TR RIRE EIRE,
ED_

#monthly cumulative return

sp500 cum returns monthly = (sp500 monthly returns + 1).cumprod()
#plot monthly cumulative return

plt.plot (sp500 cum returns monthly, color='dodgerblue')
plt.title('S&P 500 daily cumulative returns')

plt.xlabel ('Date')

plt.ylabel ('Cumulative return')

plt.gca() .spines['right'].set visible (False)

plt.gca() .spines['top']l.set visible (False)

0
plt.gca() .yaxis.set ticks position('left"')
()

plt.gca() .xaxis.set ticks position('bottom')
WEL-TATRBDA EARIBD AN RIRA BIREMEL, BTN, HEELHRREREF
BYEZ.
30
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10 *\,.r;"v
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Daie

E1-7 FREEHRRBEIRE
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AXRIEF, EFBIHBEACH M. than, BRE—FB2521MITEH, MRFGARX
E—REFRKEK, AEBESNMEKIE. B2, URGXRIBEaIRBA—RF, XRE—PEALIKRE,
RIEXEEEIFINEE—BANEERER., hatE, AN EMHNEIRE DS XEMHE N B NMEE8E]
%r), XHFE—FZHRTIAFE247 1B ERELSE. X EEIREHMIRAES (overlapping) £
BAERE, KPR, ESSthTAZIEMmNESRAE, kA EEME. BRTIEESE (non-
overlapping) [E#RE, BEEREREAKEN THIEE. EFEIZNE, HTHEFERSHNERX
", BEEREFEAFIIRE N EER.

FEE LR LIRENES £ FRRENE-8ATR.

F1-8 FEBRFALRIMESLFHEIREK (RERKEMATLABRIIMNBE ZKE1E)
ATE IR B W RFEDLNER, BLAMREESL, BRENERENTIAHAR(1-8)1T
ID

(1-8)

Hrh, DAFLIUERER (dividend rate).

HEEREZCMNERT, TURASMITER ARG, i, WFEMIEHES (investment
portfolio), WRABEEE KR, HFIXMRALEESHNENL, FBAMARBAESHRE T LUR
HXA-HOHEFE.

S =S

=4 P 1-9
0, A (1-9)

=1

WFEREK, BEoT L ANEL (decimal) Fax, BT AABEDE (percentage) Kz <. FIEAI/
B, TESREHELRE, BROER T WHERE., WEHERELR FEELEEIRE (continuously
compounded return). BFE KR, BELEREZHATEMSITNTE, MESEHREN T EFEAER
RERKRENA.

EGOIRESHREREFERTINAR. (LW, HS/S HEERNN, WEHEREIS/S, )
(S -8 S R#EE. Mo, KAELERET UGS ERRENITE. X THEEJL T E 208
ZHELEIRE, TRUBIR(1-10)5E).

=In(S,)-In(S,_,) (1-10)
=[In(S,)-In(S_ ) [+[In(S_)~In(S_,)]+--+[In(S_...)-In(S,_,)]

=5 4r et
%1% AR | Volatity _
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THNAXZHR, BRTESOIREMELLRENXER,

ro BEERERRC A,

n:1n[§LZ§LLi§iL]:1n(y,+1)

S

-

R BEMETHANRHRAR, LITUFIERRELERNAERLT,

EHREAZRIET /.
In(y,+1)= i (71”)" )
_,Lyn ooy
ThT T TS

1.2 mema=

EXERNT X7, ELEEREIRCH

(1-11)

L IR F AN B

(1-12)

REER (volatility) 2 AGITHEN AN EBEEEREN—TEE, BEAHKET Hok
o EEREBFT, RELFHRHSMELUATREE. PIENTERBARSREE U—FE
AREEA, FiRRSHRA—FESENRIREMNIVES; MAREHGEESEBEIN—X

HEEENAL, SRRV RN N ERESSFEIRENIEE.

WME-9F7~, BWE—MRT AN AWM. —FEF AR
PHABITEEE], FOABEIERIEE (historical volatility), E =2
BILEAHAITAE FELBINMEMEEIA, FitbhtiE
EERENER (backward looking volatility); HoMN—Fl2iRIEYS R
BHIEARUNHE, FIBlack-Scholes B E MR e HEH 3k, Frh
FEEIERIER (implied volatility), T3 = ARRMIE K IR
FUN, Rt FRARIBEREENEE (forward looking volatility). 7
THREXN TN TIEANAG.

TR EDEN, BEFERXZNXE, mMARHHX

Volatility *—
| Tplid volad
(Forward looking)

E1-9 HEhEs %

#H, XRFAARNZERTZS, RRNBREZZEN “ZHNTHEML” , HAR, BABEIAAS
EENEEXSABELSTEXSH, RNEEHEMTET, x5 B TURK. 78 DRHRz
Eof, BEBMHEAEZNRET, TRERNAZEATSHEREZNFR, ik, TRERIR
AR B ERAPEZM VT . XSRARAME “NHE MR K ENFFTRIBK” X—EUE—

B,
EREHESLERE, BREHERT AL -13)KE.

c —1/—1 ﬁ:(l‘— )’
daily N _1 - i Iu

Hrh, NAFREENE, tU—FS5HEIEAEEIER XEWN = 2508252,

ERBANBERE,; wANHOIREANFHE.
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BIRERTE, 2R HNENFT, TUBER1-14)K5E.

AR P NENEIRER XA EREMNHES ZINEIRUEEIIEEE (demeaned data), thI{E
HEFCMEEE (mean-centered data). (BT DUBIH R (1-15)K 5.

—RIERT, X NFEMEEMA0, FETUZRE. RS, UNEBKRE, N- 15DIENE R,
i, FEARNITUGUA:

e, BEESMENHETAGUR:

TEARED, MFred#iEEIREL T IR B —FNNREIE, TR TERANEERE, HIRHE
ATEN AR, TESIELEIRE,

import matplotlib as mpl
import numpy as np
import matplotlib.pyplot as plt

import pandas_datareader

#sp500 price

#daily log return
log return daily = np.log(sp500 / sp500.shift (1))

log return daily.dropna(inplace=True)

#calculate daily standard deviation of returns

#annualize daily standard deviation
std = daily std * 252 ** 0.5

FAE EEIE | Volatiity



#Plot histograms
mpl.style.use('ggplot')
fig, ax = plt.subplots(l, 1, figsize=(10, 6))
n, bins, patches = ax.hist(
log return daily['sp500'],
bins='auto', alpha=0.7, color='dodgerblue', rwidth=0.85)

ax.set xlabel ('Log return')
ax.set ylabel ('Frequency of log return')

ax.set title('Historical volatility for SP500'")

#get x and y coordinate limits

X _corr = ax.get xlim()

y_corr = ax.get ylim()

#make room for text

header = y corrl[l]l / 5

y_corr = (y_corr[0], y_corrl[l]l + header)

ax.set_ylim(y corrl[0], y corrlll)

#print historical volatility on plot

x = x _corrl[0] + (x corrl[l] - x corrl[0l) / 30

y =y corrlll - (y corrl[l]l - y corrl[0l) / 15

ax.text (x, y , 'Annualized volatility: ' + str(np.round(std*100, 1))+'$"',
fontsize=11l, fontweight='bold"')

x = x corrl[0] + (x corrll] - x corrl0]) / 15

y —= (y corrll] - y corrl[0]) / 20

fig.tight layout ()

RTINS RNE-10/7R, FAEREHI5.2%. B, MERTUER, BSOS ERE
NEEDHER, o AR RERHETEENIT(E.

Arnmmalimed volatility 33 1%

Eroy wewey of | g rodarn

B ¥ ¥ B 8

- - — |
10 —05 000 (1] ale
Loy relomn
E1-10 ARERIERESMEIHLENENE
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1.3 sawty (MA) itz

BRI (Moving Average, MA) X FRBENIFYT . EEIFY (running average, rolling average), =& —
MEITEMS, BIREIY 03 DK IER — R FENTHECRN 2R IEH T AT — R ARF
. Boh I Un AE 2Ty, RIRB M INNEsEHE.

BB EFLT (Simple Moving Average, SMA) 21 B ITEEM ERELRENTIIE, W
BI1-11F77R.

p-btmrtrn ly, (1-18)
n neo
L
Historical dara
e
Rand 1 | |
Rardl | |
Fasrsd 3100 [ |
Fuscorsd 4000 [ |
Bumrsd 5[ [ |
Mrcing
Baord

El1-11 BEBE)FE
FEEOTER, JGRENEEE, MATINERE, EA— " HNTFEEE, ST EITE.
BR, BEVBENENFHIEEMTRMBEEYNITE, JUEEEN I —FELBRNHYE, &
AT EAR S
1
P, =Pt —(P,~P,) (1-19)
PandasizE BB T —MIEE W B AL KITES BB R sIE, BliBidrolling().std() BREL
R EBHED (rolling window) FIFREZ, THEHRNRGF BIEEAARZEEI0ERNHLEE, 27
5K 50K, 100KF1250 K AFshE A, 2648 N AR sh R fh4k.

B2 Chl 4.p (f ? D)

import numpy as np

import pandas datareader

import matplotlib.pyplot as plt

#sp500 price

%1%%@%Iwmwnallll



df = pandas datareader.data.DataReader (['sp500'],
data source='fred', start='12-28-2010', end='12-28-2020")

df .dropna (inplace=True)

#daily log return
df['Daily return squared']l = np.log(df['sp500'] /
df['sp500'].shift (1)) *np.log (df['sp500']1 / df['sp500'].shift (1))

df .dropna (inplace=True)

#calculate simple moving average

win list = [5, 50, 100, 250]

for win in win_list:
ma = df['sp500'].rolling(win) .std()
df[win] = ma

df.rename (columns={win:'Vol via '+str(win)+' days MA'}, inplace=True)

#plot dataframe

fig, (axl, ax2, ax3) = plt.subplots (3, 1, figsize=(12, 12))
#sp500 price

axl.plot (df['sp500'1)

axl.set title('SP500 price')

axl.set xlabel ("Date")

axl.set ylabel ("Price")
axl.spines['right'l.set visible (False)
axl.spines['top'l.set visible (False)
axl.yaxis.set ticks position('left')
axl.xaxis.set ticks position('bottom')

#daily log return squared

ax2.plot (df['Daily return squared'l)

ax2.set title('Daily return squared')

ax2.set xlabel ("Date")

ax2.set ylabel ("Daily return squared")
ax2.spines['right'].set visible(False)
ax2.spines['top'].set visible (False)
ax2.yaxis.set ticks position('left')
ax2.xaxis.set ticks position('bottom')

#fma vol

ax3.plot (df.locl:, (df.columns !'= 'sp500') & (df.columns '= 'Daily
return squared')l])

ax3.legend(df.locl:, (df.columns !'= 'sp500') & (df.columns !'= 'Daily
return squared')].columns)

ax3.set title('SP500 price volatility via moving average analysis')
ax3.set xlabel ("Date")

ax3.set ylabel ("Volatility")

ax3.spines['right'].set visible(False)
ax3.spines['top'].set visible (False)
ax3.yaxis.set ticks position('left')

ax3.xaxis.set ticks position('bottom')

Python& REXUEE EIEFRM | kK&



fig.tight layout ()

WMEN-12f7R, RS TFHESEEREENTE, ETAUHa0EE T EE BB A BRI
2, DU BB E THETNEEES. BERHRAONER, HEMESTEEHEF
B, ERFEIR, HENATEXMEEPEER, ARFTEREIARER, SEMEFZHE N
FIR /N,

_E,nm |
A noo0] ittt ottt o i

E1-12 S8BT ER R
5% 8%s) kM, EFREEIFEY (Cumulative Moving Average, CMA) th 2 FHMHTE — R
HARAE, AR

CMA, :M:lzl,i (1-20)
n n g

BR, FREFEEBFY, BERIBNEEE, IAFTHEE, RRBFHSEEAENEE.
Bixtin, RREEFEOBLBFINIAFNEDE, 28RS RRMAEREET T, 5878

B, BEREmEHESAL, WEI-13M7.
G, XUTFEEHHFE, EE8OTESD, RAEVETEMBEENSM, REkRUHEHED

#, FRTHYE. RREFHESIHFOEIER, TUBHEBEHRRRFEHME, BR1-2D)%KEHL
tH.

_pn+l+nXCMA'l

CMA, n+l

(1-21)
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- i
Al x
E1-13 RRBH I ERER

BIAEN BN E BT, o UF Brolling() REHTITE. M T RIREFNTY, PandasizE
BHRMET — PRI ——expanding().std() KITERRENIREE, rolling() BREENE AN/ NS
SR E, FEEER, Mexpanding() REFZoNE DB AMEHR, RIEREHEOSNL, HIE
Wi, 1ZREBERA “HE” (expanding).

NEHARAEF BIREAIARE FERI0FERN N L HIHE, Bidexpanding().std() REITE RIREHE,
Fexmlmhs.

B2 Chl 5.py C )

import pandas datareader

import matplotlib.pyplot as plt

#sp500 price
df = pandas_datareader.data.DataReader(['sp500‘],
data source='fred',6 start='12-28-2010', end='12-28-2020")

df .dropna (inplace=True)

#calculate cumulative moving average
dfl['cma']l = df['sp500'].expanding (1) .std()
df.dropna(inplace=True)

#df.rename (columns={win:'Vol via '+str(win)+' days MA'}, inplace=True)

#plot dataframe

fig, (axl, ax2) = plt.subplots(2, 1, figsize=(12, 12))
axl.plot(df['sp500'])

axl.set title('SP500 price')

axl.set xlabel("Date'")

axl.set ylabel("Price")

axl.spines['right']l.set visible(False)

Python& BRXBE EIEFRM | SCEES



axl.spines['top']. set visible (False)
axl.yaxis.setiticksiposition('left')

axl.xaxis.set ticks position('bottom")

ax2.plot(df['cma'l)

ax2.set_title('S&P500 price cumulative volatility via moving average analysis')
ax2.set xlabel("Date")

ax2.set ylabel("Volatility")

ax2.spines['right']l.set visible(False)

ax2.spines['top'].set visible (False)

ax2.yaxis.set ticks position('left")

ax2.xaxis.set_ticks_position('bottom')

fig-tight layout ()

RGN IR EEMEHENEIN, WEL-14F77R, ENTREROKIBHEREG L BNER,
B2, 5EEBHTHARE, EHNERFHSRENBIENES.

) EAPR00 prica

Eriew
:

SN price carsslstion volalility Wi iy sowraps axalysis

Velnliy
cEE88sE =2 FE Y

011 2ld A3 a0l4 W15 1§ AT Ml A9 A I0d1
Dinim
E1-14 RRBIFHRE

AENAN, TREEEBNFHERRRENFY, NTFAEHIE TRESSFINZMNT
I, EMMNERERRN, BRAXMRRAF, THNEHRBEEN SEREANRANZm, hE
BE R M AT R ACRAVE S . BT ERIAS, HIL T INEEENFLIiE (weighted moving average),
TERBEHIENR EFS], WY AEANE, BSRENEREEHFHE. WRIFE, XBENNE
Tk, IMHENTMEBRALN, T©EERMITHEXNES. WEIL-1SFRXEE 7RIS
WA FHNARE.
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Evmmupesd P ol | #= Pa o

gkt - & W KW
atetetetet—+tg=1
E1-15 RIS A T3 B
FEEGEENININ LYY (Exponentially Weighted Moving Average, EWMA) 2% HH—FINSCE 577
R, REBSHENINNAKGERE SRR, SELYeNZ N ENNREHER . WE1-16
FRR A8 ENAFS sh 1 pIANE IR B XL

Evtmnsgorsd = | " P L oy r

! -
— 008 QDR O-DE 008 QD

!
El1-16  FEENUEEN TR ER
BN B FTER sh % E HI R A B4R fRiskMetrics T 1996 F & 032 Y. B b, XFF
ERBUHREWRI-16MR—RINENFS, BREXLRNAE, BEZAEIR(1-22).

ol =Ac +(1-2)r, (1-22)

Hi: A AZEETF (decay factor); o, @LRIRAAIRE: o B L—HZOEHE: r  L—FK
ZINERE,
AT HEARER, BYTHNFFHTEHEES, WRRREFOEIZmmEshEITE,
WREHny n-1. n-2F0n -3 MASE] R AIEWMAR SR T ER S :

(1-23)

HENMRARN, 8o, Ao . HEHo Ko . B0, K o, TUEEIR(1-24),

1

Python&: BRXBE EIEFRM | SCEES



PHESHROXNEXS5EI-17THR, TUEIB SR ziz, ENERERRRLFE.
BAHRAFET, BERERIENZFH. MRiskMetrics(# B H94% R HE F 44, 5T—RKANEHD (1 -
0.94) X 0.94°= 6%, ZHIHE _KNENH (1-0.94) X 0.94' =5.64%, ZEIE=FKNENA (1-0.94) X
0.94 = 5.30%.

EWMAE SR ER AR S IFHAN], Bl —RAOEEZ —REERNRE, Xt 7 —
AR R ETMARFKOE RN % X% ARERFIEMENHE, MEITEER/N,
WAESKFRRTZR A

TEAGF, BIEMFredBRE PR T ARE L RIEE—FNMEEEE, REF Bewm() RHUT
BREFDNTY. ewm+RBEFEWMARITELBIEESE, BEEHAFEREERARET,
MeERH T SFEBAKMERLR . TREFISFBEL B THNXR.

HEP ) alphay\]s'z‘;'%/‘zéﬁa, E_ 0<a < 1.
ewm() REFRSHNBUT. comARBEOIEETR, o PUBILR(1-26)1TEBE,

span A ARBETEEIE ERH, o DUBER(1-27)itEEE.

halflife A ARIBFREIE T TR, o DUBIET(1-28)ITEE R/,

THEHHARMD, BIYEETBEHHA0.01. 0.03F10.06, EIZRE T4 5050.99. 0.97510.94, +&
BEIE IR, BoGBAESE, TUERRAE, 2 BEMILF AR RIEER .

import pandas_datareader
import matplotlib.pyplot as plt
import numpy as np

#sp500 price
df = pandas datareader.data.DataReader (['sp500'], data source='fred',
start='12-28-2010"', end='12-28-2020")

df.dropna (inplace=True)

#daily log return
df['Daily return squared'l = np.log(dfl'sp500'] / dfl['sp500']l.shift(1))*np.
log(df['sp500'] / dAf['sp500'].shift (1))

$1% fEhE | oty



df .dropna (inplace=True)

#calculate exponentially weighted moving average
alpha list = [0.01, 0.03, 0.06]
for alpha in alpha list:
ma = df['sp500'].ewm(alpha=alpha, adjust=False) .std()
df[alphal = ma
df.rename (columns={alpha:'$\lambda$ = '+str(l-alpha)}, inplace=True)

#plot dataframe

#sp500 price

fig, (axl, ax2, ax3) = plt.subplots (3, 1, figsize=(12, 12))
axl.plot (df['sp500'1)

axl.set title('SP500 price')

axl.set xlabel ("Date")

axl.set ylabel ("Price")
axl.spines['right'].set_visible(False)
axl.spines['top'l.set visible (False)
axl.yaxis.set ticks position('left')

axl.xaxis.set ticks position('bottom')

#daily log return squared

ax2.plot (df['Daily return squared'l)

ax2.set title('Daily return squared')

ax2.set xlabel ("Date")

ax2.set ylabel ("Daily return squared")

ax2.spines['right'].set visible(False)

ax2.spines['top'].set visible (False)

ax2.yaxis.set ticks position('left')

ax2.xaxis.set ticks position('bottom')

fewma vol

ax3.plot(df.locl:, (df.columns !'= 'sp500') & (df.columns != 'Daily return
squared')])

ax3.legend(df.locl:, (df.columns !'= 'sp500') & (df.columns !'= 'Daily return
squared')].columns)

ax3.set title('SP500 price volatility via EWMA analysis')

ax3.set xlabel ("Date")

ax3.set ylabel ("Volatility")

ax3.spines['right'].set visible(False)

ax3.spines['top'].set visible (False)

ax3.yaxis.set ticks position('left')

ax3.xaxis.set ticks position('bottom')

fig.tight layout ()

RIBETE, £HEIL-17, TR, REREHE/ )N, HEORSRIEERS, MERbaH
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SEECC = HMmi,

Dady retars ol Prise

Volallby

N-EEERE

Hllﬂﬂﬂ]]mmliﬂlﬁﬂﬂmlﬂllmm]
Caie

B1-17 EHNESH T ERFE

| 4 sEpsess=ErARCH

REMITELZFABEREFINEZENS E (KahE) 2EEAEM, R, XE5XRELER
B, b, BRERGENEDERESHERBMEAN. B, EEMOTELFEESTTFE LR
AR, BATRE.

1982 F XE ST FREBREF « 783K - BIE/R=1t (Robert Fry Engle ll) FFfiREE P Bk
R st @, ‘% 7T BEAFEEFFHTZERE (Autoregressive Conditional Heteroscedastlclty
model, ARCH), BJARCHIEE!, #FiXE, FFFZE (heteroscedasticity) s —RFINFEI L EEMN T
ZARE. XMRAMNFERAAR, BUIZEMNETRNEHSE, RINERTEEFIIRE T
ﬂ o IEZFENFEARCHIRE FEYRHTTER, F{R% « 3K « BIER=HEF2003FRE T HIURE

.

Robert F. Engle Il (1942-) Developed methods to study the volatility properties
of time series in economics, particular in financial markets. His method (ARCH)
could, in particular, clarify market developments where turbulent periods, with large
fluctuations, are followed by calmer periods, with modest fluctuations. (Sources:
https://www.nobelprize.org/prizes/economic-sciences/2003/engle/facts/)

ME RN R, TUBIRANELZUREFESHFE—REE, XHSKMEFERE (volatility
clustering) L%, EHITELFFHRED, THRIMNHEZDRBREHFH, XRHEKR, BR
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RNEAM. ARCHERENGE R EXAZKMHIVEE, WERFFIRATEAMEXN, BEEHhHT
AR, MRB—RIEEENETAGRER.
AT EME, WTFARCHERZ AR, FXEREERENER, SE(Z)=0. FELROIE
HERNHEHIEN, TLUBLH—HBBREREE, AR ENEIEEEATHNNR.
BRIRWEZ (X, } RARZATNIR A HEAISE, R RS R T RIAA:

Hep, FEEREZ T DIRMIOEIESS T, B BRI, of AT ERRA

HF, 0>0, 20, L, >0, BIRHURUFEARLEMES, THIHEH, X248 T RIEEHE
1
AIEE. A TRIEBAZERTFEME (covariance stationarity), EHBEHE D o, <1. L BEIAEHHN

WEFANE . XMIARCHELPEAR RN . EXNRRANESHNNHEFIELEHIE
BIRBHLIN, ABERE, ATAARCHAERYE T#8E AR shR SR,

9, o EEERNEN, NRFERKNENENE, BSBEURHAEER, FHAREX
BERANENSES. RIRFARCHERE b, BIAMNBNEHEIE, EEESBEMEHALHI S —1
REFEN N, 5K IEREDNRIEEEM.

YL =10, BE24L%FATMNARCH() KB, HFrAA:

RIS ZIHIE IR ol ST — 1B R o I ERZ - 1HKREER X, BFS. I1, EREs)
R TFEMIONE, ATl — M EEEEENER (conditional volatility).
THXEZE, WHEERXHmHIE (moment), T5HAERN(EFFIEMYNE (X, } BN TKEK:

Um=2:

B EARNARCH(1) R E AT B H).

A, K (1-35)837 .
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R, S5ARCH() RE B SHNREAXNANEHRZ, ik o’ IBEEERNZIEX, BAEERH
AT EEIUNE, A CHIRA TSEEEIZE (unconditional volatility).

TEARADFEEL T AM20094E 12528 HFJ20204F 12 528 AARAE L RISEN I EHHLMAREIRE, IF
F F Archiz 8 8 fiarch_model() REFHTIE . ESEEER, voliZEAN 'ARCH', pigEH1, RIE
& VISR HARCH(). AEAINEZ G, FTEHEXMERMAELAER, HABRENRE
SRR EMEAFE SR BT 7 TR E, DEI1-18F77.

B2 Chl 7 A.py ( )

import numpy as np

import pandas_datareader
import matplotlib.pyplot as plt

from arch import arch model

#sp500 price
sp500 = pandas datareader.data.DataReader (['sp500'],
data source='fred', start='12-28-2009', end='12-28-2020")

#daily log return
log return daily = np-log(sp500 / sp500.shift (1))

log return daily.dropna(inplace=True)

#ARCH (1) model

arch=arch model (y=log return daily,mean='Constant',
lags=0,vol="'ARCH',p=1,0=0,g=0,dist="normal’)
archmodel=arch.fit ()

archmodel . summary ()

archmodel.plot ()

IEARCHER B ERILE.

won

Constant Mean - ARCH Model Results

Dep. Variable: s&p500 R-squared: -0.001
Mean Model: Constant Mean Adj. R-squared: -0.001
Vol Model: ARCH Log-Likelihood: 7797.43
Distribution: Normal AIC: -15588.9
Method: Maximum Likelihood BIC: -15571.5
No. Observations: 2417
Date: Fri, Jan 08 2021 Df Residuals: 2414
Time: 13:58:58 Df Model: 3

Mean Model

coef std err t P>t 95.0% Conf. Int.

F1E EEIE | Volatiity



mu 7.6186e-04 1.934e-04 3.939 8.184e-05 [3.828e-04,1.141e-03]
Volatility Model

coef std err t P>t | 95.0% Conf. Int.

omega 6.7599e-05 5.039%9e-06 13.415 4.920e-41 [5.772e-05,7.748e-05]

alphall] 0.4500 8.258e-02 5.449 5.057e-08 [ 0.288, 0.612]

LIRIR1]

Covariance estimator: robust

MEI-18TUEE, TRENRERMA—DFREFS), XOiRZRE R ERFNRI .

Saandertived] yesionl

0 -
S

111 ; §

0

2013 3017 A4 a5 IS T MIE WIS LD
et
E1-18  ARCH()EEEUARMETR ZEFES R sh K

RN, FIATERL, oTLHUEH EIREMSEM R 512 B R RER XK.

B2 Chl 7 B.p é ' Y

plt.
plt.
plt.
plt.
plt.
plt.

figure (figsize=(12,8))

plot (log return daily,label='Daily return')

plot (archmodel.conditional volatility, label='Conditional volatility')
legend ()

xlabel ('Date')

ylabel ('Return/Volatility")

WE-19PEBLREKBEREANKS, BEARKFTRHRNLHRSE, ARTR, &
R EMBRT R T BERENEHES.
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1} ]-]

W1 WA WIF a4 |5 M6 17 MIE W1 N0E A
D
E1-19 HEREFMARCH(I IR SAEK 5h
BB HHHACRRE, SEHEMATEHNGS, IS EARCH(]) EE NS,

archmodel .params

Name: params, dtype: float64

BRI SH M H T .
| mu 0.000762
omega 0.000068
alphalll 0.450000

Rk, EEHAFRANEEEINARCH(]) EE:

62 =0.000068+0.45X7, (1-36)

1.5 FyaEnstes=encARCH

ARCHERFEXEFHE, T MURFMBERENE, B2 TRUEXHESTELHTEE, F1F
ZESINRZEEE, BYaNRE, IRFERSIHNSH. HT7TRRXNOHA, FELFTERIE
18 - iEEhERENF (Tim Bollerslev) ZEAARCHARAVE AN b, @ITS| BE&HHEREE, H1986FRE T
"X BEEARGEFZEER (generalized ARCH model, GARCH), BIGARCHI&EE!. GARCHAER 2
STARCHH SR BRN—METHE, ERAESRTEEE TERMNMT. AHIEHZE, XFEN
NGARCH. IGARCH. EGARCHZ— R E N BHILTARAIAEL4E HE
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Tim Bollerslev (1958-) is a Danish economist, currently the Juanita and Clifton Kreps
Professor of Economics at Duke University. Professor Bollerslev conducts research
in the areas of time-series econometrics, financial econometrics, and empirical asset
pricing finance. He is particularly well known for his developments of econometric
models and procedures for analyzing and forecasting financial market volatility.

(Sources: https://scholars.duke.edu/person/tim.bollerslev)

GARCHARZV I FRIA IO T
I L
o, =o+Y a X tY Bor, (1-37)
i=1 Jj=1
o0, GARCHEETEZ F SARCHARZARM, AR E©2FARCHEREMNER £, SIATHE
MENEFF R o, . B, REXPHL AL ZBREPSENHEFINNE, 2SI 58
ZIM B EXIFIR B oWl ERAAHR, FEHE0 >0, =0, B,20, L >0UKL, >0, XT

DRSS ERRE. B A TRIEENEEMHAEBEREAE, FEEUHAET N BT
., SHo AT EHE(1-38).

I, L
0<Y oty B, <1 (1-38)
= =

NFGARCHARZY, %L =1L =1/, EEEREAKEHLMWCGARCH(1,1) =3, BIASZIMRE
BEFT o2 ET—IATOERK 0, INERZ -1 R X, AFFT, BN - 18 sh%
o, HFE7, B

o} =w+aX] +po}, (1-39)

R(1-39)FH o7, B, FFARCHEZFIEE, BHISINERSD LN shRKH 6 ERE KT,
MAITR#N T ARCHIEFRU AR E .

THEEE ARG B NGARCH(L, )R EL L FIAT 5 GARCHIE R 14 fi. GARCH(1,1) R PR 414
BEIED I T E R SHS.

o’ =E(o+a X tf0},)=w+ac’ + fo’ (1-40)
NIESER
2 @
= 1-41
A — (1-41)

TR MARCHIZZ AIGARCHIRE I FRIA AN B KRB X KE, #0 MUANARCHIEZ ZGARCH
BRIV, BIARCHAER RGARCHRE U SR F AT o) RIRE B, =0 HAVIER. FEit,
SARCHARE —#f, GARCHEE T RFHMIMFENERENR, AEHHAZTANBELT, F@
S T HIMR AN B EE. B4, BN TARCHER SN HIER, GARCHEFSSA Y —1E
IS TSR AR shERARE,
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TEHHRRBEAT 514D EEERNREL RVEWE, 1TENHERE. &5, EEHFA
arch_model() REHATINE, BERIEBREXMRBNSHA, FERESHvolH'GARCH', pAl, q
A1, BIXMEREAGARCH(L,1). BEMNE, REITEHEGARCHELMHSLERTE, ME
SHEINRVEREASE N ENERE, WEI1-20/T7R.

&y

#GARCH (1,1) model

garch=arch model (y=log return daily,mean='Constant',lags=0,vol='GARCH',
p=1,0=0,g=1,dist="normal')

garchmodel=garch.fit ()

garchmodel . summary ()

garchmodel.plot ()

111 ]
112
114
111 -]

W17 A3 X4 A5 WNIE W17 01 XEO X0
Daie
E1-20 GARCH(1,1 ERIFRAETLZEF &R
GARCHARFYZE S BN,

Constant Mean - GARCH Model Results

Dep. Variable: sp500 R-squared: -0.001
Mean Model: Constant Mean Adj. R-squared: -0.001
Vol Model: GARCH Log-Likelihood: 8152.99
Distribution: Normal AIC: -16298.0
Method: Maximum Likelihood BIC: -16274.8

No. Observations: 2417
Date: Fri, Jan 08 2021 Df Residuals: 2413
Time: 14:24:52 Df Model: 4

Mean Model

F1E EEIE | Volatiity



coef std err t P>|t| 95.0% Conf. Int.

mu 8.1981e-04 3.342e-06 245.339 0.000 [8.133e-04,8.264e-04]
Volatility Model

coef std err t P>t 95.0% Conf. Int.
omega 2.4582e-06 1.055e-11 2.331le+05 0.000 [2.458e-06,2.458e-06]
alphall] 0.2000 2.885e-02 6.933 4.121le-12 [ 0.143, 0.257]
betall] 0.7800 2.247e-02 34.707 6.180e-264 [ 0.736, 0.824]

Covariance estimator: robust

wn

MERE1-20, IRENEEREMA—DFRFS), XA—DAEIRBAGARCH(L, 1) RAX FO47%
Al ERE & A

RN FATHEHARL, tho UL R EREMEMRNE BRI Rk,
N

’ plt.figure (figsize=(12,8))

plt.plot (log return daily,label='Daily return')

plt.plot (archmodel.conditional volatility, label='Conditional volatility')
plt.legend()

plt.xlabel ('Date')

plt.ylabel ('Return/Volatility")

E1-21 S R A 5 R AT FEVGARCH(1L DARRY, SRy Z BRIl TR EIRNEK.

(1N ]
— ey pelcan
— Clorsdiirn] volatiity
1217
i I r o T e e ey
5-iﬁ
18

A1l 12 2017 X4 A5 36 2T MIE 3019 300 X7
i

E1-21 HERZEFIMGARCH( )R LK 5K
E#fHh, GARCH(1,1) ESHth o DB &R RREHEZT NHBLMmIKRE.
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| garchmodel .params

WEBRNERSHH BT,

| mu 0.000820
omega 0.000002
alphalll 0.200000
betalll 0.780000

Name: params, dtype: float64

Ak, ZGARCH(1,1) B RIAR N

o} =0.000002+0.2X] +0.78c7, (1-42)

1.6 =t

RERTE LB ABINA T LMD RN T EFMER, F1-1/87F TEWMA. ARCHFIGARCH
=MFENARNL, TNBR=MAENAEKR. WETEEEEA, BGARCH(, 1) EEKNS
KPAER, BIHARCH(1) #A, Y 0=0,a=1-1,8=AK, GARCH(1, )R T HEWMA
il

#1-1 EWMA. ARCHE5GARCH# %%k 3tk

R Fisx
EWMA o, = o, +(1-2)r,
L
ARCH ol =w+) a X,
i=1
ARCH (1) ol =w+aX?,
L Ly
GARCH ol =o+y a X! +Y Bo;,
i=1 Jj=1
GARCH (1,1) o} =w+aX} +fo;,

SHFXLUMERANE, B EEZEMNEFONMEAENEEEFE AT, Mg ERER, ol
SR BIERFTION. THEOGF, I TEWMAER, FH7T@E HR0.94, BIIPEIRRiskMetrics3¥ B
FIRE. MAINIARCH(1) #BAFIGARCH(1, 1) #HANX B 7T RITEAMNEERNESE. = MER AR
TR

=0.940. +(1-0.94)r"
=0.000068+0.45X], (1-43)
o, =0.000002+0.2X},+0.780;,

2
n
2
t
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Python s Ak I &5 EEFRM

TERBYESE BiE L RAEEIE, 23F B LR = MEREE 72009412 528 H 20205
12828 BRI hE,

B2 Chl 8.py ( )

import numpy as np

import pandas datareader
import matplotlib.pyplot as plt
import datetime

import matplotlib.dates as mdates

#sp500 price
sp500 = pandas datareader.data.DataReader (['sp500'],
data source='fred', start='12-28-2009', end='12-28-2020")

#daily log return
log return daily = np-log(sp500 / sp500.shift (1))

log return daily.dropna(inplace=True)

250

log return daily.ilocl-n:]

o]
]

-
]

#volatility prediction by EWMA with A=0.94

Imd = 0.94

vol ewma = np.zeros(n)

vol ewmal[0] = log return dailyl (-n+1): (-n+6)]1.std()
for i in range(n-1):

vol ewmali+l] = np.sqgrt (lmd*vol ewmali]l**2 + (1-1md)*r.ilocl[i]l**2)

#volatility prediction by ARCH (1)
omega arch = 0.000068
alphal = 0.45

vol arch = np.zeros(n)

vol archl[0] = np.sqgrt(omega arch + alphal*log return daily-.ilocl-n-1]1**2)
for i in range(n-1):

vol archl[i+l] = np.sqgrt(omega arch + alphal*r.ilocl[i]**2)

#GARCH (1,1)
omega = 0.000002
alphal = 0.2
betal = 0.78

vol garch = np.zeros(n)
vol garch[0] = log return dailyl-n+l:-n+6].std()

for i in range(n-1):

vol garchl[i+l]l = np.sqrt (omega + alphal*r.ilocl[il**2 + betal*vol garchl[i]**2)




#plot the curves

xdate=(r.index+datetime.timedelta (days=1))

plt.
plt.
plt.
plt.
plt.
plt.
plt.
plt.

plt.
plt.
plt.
plt.
plt.
plt.
plt.

figure (figsize=(12,8))
xlabel ("Date')
ylabel ('Volatility")

title('Volatility comparison')

plot (xdate,vol arch, label='ARCH(1)'"')

plot (xdate,vol garch, label='GARCH(1,1)"')

plot (xdate,vol ewma, label='EWMA')

gca () .xaxis.set major formatter (mdates.DateFormatter ('%m/%$d/%Y"'))
gca () .xaxis.set major locator (mdates.DayLocator (15))
xticks (rotation=30)

legend ()

gca () -spines['right']l.set visible (False)

gca () -spines['top']l.set visible (False)

gca () .yaxis.set ticks position('left')

gca () .-xaxis.set ticks position ('bottom'")

WEN-22FR 6 TR =M A MERR R, TREI IS REEWESZRXEREM
Be RRTUZHBETNRE, NERIFESERUN X =MRANIER. EXRNAS, FERE

BARHY]

B, RIEEBAEEHEREE.

Yol

85 B % & =&

o

= |

b, |

FIP

E

E1-22 EWMA. ARCH(1)AIGARCH(1, ERVHE K 5&

1./ sz

33 3 A B FTE % F Black-Scholesti B M EZET A2, WNFABANERSE, RIFHIM
& (underlying price). ZEIHAATE] (time to maturity). FoXEFIZE (risk-free interest rate). HAFHITINGG
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(strike price). BEENMEERRIEENE (volatility), o DU EIRU#H4TEN, WE1-23F7.

T .
4:'“1—1? Elack-Scholes

aF . 1 EF - — Thsorssical
I A ?"'?E*BFIS a5 =7 —n ﬂphﬂllﬂﬁl. ¥

ff
L)
[€11-23  Black-ScholestE AV B E N7~ = &

MR, 0EI1-24FT7~, RGN THIREFIHIAZZ 59148 K A\ Black-Scholest®EY, FI i HAths
%Eﬁl o U s REE, X EEERAREIFEENE (implied volatility). FR2KshE &M T %
REMRANR =Rk —BEHBAENNTE. BERKRE, BEENRSHEENERSE —LE5,

BR—RStEER

o
L Black-Scholss
Option prica:
r AF L] e @V e & g
ﬁ+3ﬂﬁﬁrﬂﬁﬁ hy from market, I
¥
r

&1-24  Black-ScholesfZ Y BIAUE MR T SF2 2 F sh
THEAARAD, BEENT — & TBlack-Scholest® B i1 & HARUAN 4 A0 % K option_price BS(),
SRIER XA R T — MEBN Z93i% (bisection method) [HEBR 2K BIE A& implied_vol(). &
&, BEANREOTE T —MICEEERK AL, SRS L 586.08, FAIRIITMAE NS85, BEE
F B E230K, TEMBSFIE40.0002 B AIBR 20K Bh &

B2 Chl 9.py ( )

import numpy as np

from scipy import stats

#function to calculate price of options (call or put) by BS

def option price BS(option type, sigma, s, k, r, T, g=0.0):

dl = (np.log(s / k) + (r - g + sigma ** 2 * 0.5) * T) / (sigma * np.sqrt(T))
d2 = dl - sigma * np.sqrt(T)
if option type == 'call':
option price = np.exp(-r*T) * (s * np.exp((r - q)*T) *
stats.norm.cdf (dl) - k * stats.norm.cdf (d2))
return option price
elif option type == 'put':
option price = np.exp(-r*T) * (k * stats.norm.cdf(-d2) - s *

np.exp((r - q)*T) * stats.norm.cdf(-dl))
return option price

else:

print ('Option type should be call or put.')
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#funciton to calculate implied volatility by bisection method
def implied vol (option type, option price, s, k, r, T, q):
precision = 0.00001
upper vol = 500.0
lower vol = 0.0001

iteration = 0
while iteration >= 0:

iteration +=1
mid vol = (upper vol + lower vol)/2.0

price = option price BS(option type, mid vol, s, k, r, T, q)

if option type == 'call':
lower price = option price BS(option type, lower vol, s, k, r, T, Q)
if (lower price - option price) * (price - option price) > 0:
lower vol = mid vol
else:
upper vol = mid vol
if abs(price - option price) < precision:
break

elif option_type == 'put':

upper price = option price BS(option type, upper vol, s, k, r, T, q)

if (upper price - option price) * (price - option price) > 0:
upper vol = mid vol

else:
lower vol = mid vol

if abs(price - option price) < precision:
break

if iteration == 100:
break
print ('Implied volatility: %.2f' % mid vol)

return mid vol

implied vol('call', 17.5, 586.08, 585, 0.0002, 30.0/365, 0.0)
RERMEAEERUT.
| Implied volatility: 0.25

N FEBHERZHAN AR N ENRR AN, BEENERSBERTNENELmEL.
MBER—RINZEPNAIRR SR NERRTNELH LR, FAESEE 1ML, RIEEER (out
of money) FNSL{EHAY (in the money) FI 51K 5T EHA (at the money) RUH B1E, (E15H shZih 4
BRERIGRE—IDAEME, XHE2OIEIMER/ME (volatility smile), AE1-25Fr7~. MEIFRTUE
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&, BEEREIHNEMRNAMEMRTNERR NN, ERTOMEREEIRN R I LR
T, HSARESEEREHA, BidBlack-Scholes AT/ E R 2R HR A,
inleitily e 36 oplics
e vy TIMAOTN

o

Lmpliced voli ity

ITH s T cally
OTMpdls TThpis
Wk_x
AT apiicrn

E1-25 EahEME
BN R KOFARBUR TR =M APRR, MBS RAERNZEMERN, WEL1-26F7R, H
H&E T2 RAN, WHRAEERRR (volatility skew). e FBAHEE ISR TNN ARSI
NESTESITNREENENENERME. B2, BRUZESMRERAIRAEEHREL.

Implicd volutility

Dok | Ol
ODdputs | Tpol

1
R

ﬁqﬁ.ﬁ
1-26 EIRRER
ESNCEHR T, BLHEED “RHEME” , HERZIPNTH, WEESED gz
wR .

BANEMRUAR B EFREZERIFN— I RRARRE. I TEEINRERRAREAREES—
LEERTTANRREE .

B, MRERIERARR, BIHESEREMKSNZEMBlack-Scholest A KE, EH—MRIRERERZ
W RRMESDH, BEEFNEMASPIREE—REEEAR, iR aEREIRnERN
MESTESD. Hit, {£ABlack-ScholestE AT HARRE R RSRMAZHN PN ELHLE
SR ENME, FEMEE T RESEMREEEHNAMNE. RN Black-ScholestE LR A HIZ MG
FRfE (risk neutral) EHT, FHRIRASNERMTEBINLNSRE, MIALHTHNARTNMEERZIE
RTIEBREREKNTEE, Z2SEHNNTHNMRSERNELERS.

Hx, NSRS E%XE. EdE, HAMNFHERSEALERSNEBRSOBER
RBZEAME, FEEFHERSHENEMERK. B2, REXEHNADeltaticirl, FRATH
TAHER &R, BETHHERERK, R, RELEBNOHHELEDR N, Fir, HHFENTFE
BEESBRENKS. B, XthESTRIESER. AHHXHT, T HHERIZHEML,
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SSHXHANREREERPNE FEANNE, MNMEMBREENER. B, ZHMANRI
R, EZNENATFR, LENTRELEMREREIN, XLENETRHE. XEFRFTES
RN R KRG E R R RAA £ .

BT BIRREMBMMIBRENEMK, THRBEH 7T ETEIMHEIRNRE R YKl
. B, MEIISHERZSREIEZE (http://www.cboe.com/delayedquote/quote-table-download) FKEX
202151 B 15 BIRE I HCELT IR EIR, T AcsvXfF, SRR (ask) FIRL I (bid) AIFITIHE
BN

B2 Chl 10 A.py] ( )

from mibian import BS

import pandas as pd

import matplotlib.pyplot as plt

#convert data to dataframe and initialize "Implied volatility" column

option data = pd.read csv(r"C:\Users\Ran\Dropbox\FRM Book\Volatility\SPX Option.
csv'")

option datal'date'l = pd.to datetime (option datal'date'l)

option_data['Implied volatility'l = 0

option data.head

RRaI 0T, WUERHEE.

<pound method NDFrame.head of date Expiration Date Ce days to
maturity Implied volatility

0 2021-01-15 2022-01-21 ... 266 0
1 2021-01-15 2022-01-21 ... 266 0
2 2021-01-15 2022-01-21 ... 266 0
3 2021-01-15 2022-01-21 ... 266 0
4 2021-01-15 2022-01-21 ... 266 0
74 2021-01-15 2022-01-21 ... 266 0
75 2021-01-15 2022-01-21 ... 266 0
76 2021-01-15 2022-01-21 ... 266 0
77 2021-01-15 2022-01-21 ... 266 0
78 2021-01-15 2022-01-21 ... 266 0

[79 rows x 16 columnsl>

BE, EXOTERES KRR E compute_implied volatility(), 7B TE—4. LR, )
BITEAE—17, #TTE, BEERESRIE, BREBIZETUBITER, FWLEmMAERN

B2 Chl 10 B.py] ( )

#function to calculate implied volatility

def compute implied volatility(row):
underlyingPrice = rowl['underlying value']

strikePrice = row['strike']
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interestRate = 0.002

daysToMaturity = rowl['days to maturity']

optionPrice = rowl['call price']

result = BS([underlyingPrice, strikePrice, interestRate,
daysToMaturityl, callPrice= optionPrice)

return result.impliedvVolatility

option datal'Implied volatility'] =
option data.apply(compute implied volatility, axis=1)

LR R NREN FIRNEN L, oTUFRESIERYE, WE1-27/7R.
E_

#plot volatility smile
option data = option dataloption datal'date'l == pd.to datetime('1/15/2021")]

plt.plot(option datal'strike']l, option datal'Implied volatility'l])
plt.title('Volatility smile')

plt.ylabel('Implied volatility"')

plt.xlabel ('Strike price')

plt.gca() .spines['right'].set visible(False)
plt.gca() .spines['top'].set visible (False)
plt.gca() .yaxis.set ticks position('left')

plt.gca() .xaxis.set ticks position('bottom')

Impiicd volatiity

B W ¥ ¥ W

Sl e
E1-27 BREESERMEd %
E127BR 7T — M EAMESERHE. BOGERAEET UMNBITENBHMY, TEHESHNE
B, BXRE, B2t ESEeiRimL.
AENEAPNERIRELE, BEENA T HEENE, URSIHEENERNILIAGZE, ART
DUEBNE 1-28 B MBS FIEWMA. ARCH. GARCHZ R, SR G INEN XL EE B EAY
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FRMERAR, XEFENMEN BFASHREE, TREINME (Value at Risk) E4REEHEEEE
M.

(maniet predicts)
E1-28 RS
HEBOUMMNT AR T ERILFRE. &5, MR TREENE, Hom 7 ERMER™
SRR, HESH, S TRDFBENTFRDARHRSTE . B, BT EKSNARLIK shEE
A, BEYUESIRED, BEE s RRASEN LR TAEREE BRI IRER, BIGEBAEET L
BEAEXTE. “XREEm, BEMs)” , FEARBILAEZENFS, TETEIERNELAHS, &
IRVIMRS “EE1” XMTF “@riEF” NEERN.
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