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Abstract The paper first builds the dynamic models of option implied volatility surface by using the
“two-step” method, and then exploits the predictability of TXO implied volatility surface. The results
show that the predictability of TXO implied volatility is both statistically and economically significant.
Incorporating of net buying pressure index into forecasting process leads to enhancement of out-of-sample
predictability of the models. Moreover, trading strategies based on the predicted results of implied volatility

surface could generate positive abnormal profits even when moderate transaction costs are considered.
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H. JE & IR EEHmE B 1 E G T IES 2 5 0 Mk, R8I H SO EEE 5 T E GBI
5 B, HRATREAFFIZR H T E &L FrildddiE (TEJ).

BT HEBRBE A Je M e A RN B TRy, S5 TRE, B 29, Goncalves Ml Guidolin®® 2 fif
2, X B PIRUR ISR AT TR OSIkTE IJ%%@BE/J\%#% 7 ANH D7 H BB RS SR,
PR Ay AR e 4 ot A BRI A TR R A T Bl 1 A, e L BARRAR S A BARL . & A s T A B B 3h 7 B B
R @GR H A2 G /N 10 BG4, B At 2958 Zh B LA S B EL SR @ S R & A SA S
P&, g SRR N RE L FRRARA R, L BRI e 2 Je, TS AR R BB 131697,
Hr BRI R, 64222, BEIAINUREAR R 67475, B30 5 H BB ARy 126, F/hy 12,
Py 83.

i RTE (AR BT A% BARR A AR - T A S, St e %ﬁﬂ% 3 Fis. XECRHA Goncalves I
Guidolinl®! &5 3Ck Hr i R F B A SN, Bl BUEERE A m = 5 — L M TEEIINS, 4 m >
0.06 B HIREESLAE; 24 0.06 > m > 0.01 BFH324E: 24 0.01 > m > —0.01 HT4HE; 24 —0.01 > m > —0.06
REAH; 24 —0.06 > m RIREEBE. MFERBNN S L8 m By —m BT XFRIREIR, 2 S
WIALE 2R BE BRI H /N 60 RETEZY, HIAG 2 KT 60 R/ TSET 180 RESEZ, KEIG4N
KT 180 RIIEH.

I LR 28HEN, FTLLE S OB A FARRM RS, e, R RKEEE4, Kl
HAr A 62.97%, 29.07%, 7.96%, BiEHHE SIS BTG E T35 MG 20 O NEERENRERE,
B4 E 2 10 B EEARUR R B R (AL, LU SRR THE S, )5 &R B SHE IR O WAL 5




1956

Ao TRAERS LK

% 3TE

HRE, GG B ERAA, BRI CHERAR, & 3708 51.05%, 24.68% Fi 17.95%, XA
AR Z BB T B AR S

*® 3 SRS SIS iR

pat| A K it HAR XHSE
Eiik ik Eiik Bk Eiik Bk B BEAOW
BEAKCER 16024 17985 10560 14623 3776 4394 67362  51.15%  24.68%
WERME FHIV 02262 03020 0.1916 02744 0.1652 0.2708  0.2510
FREZE  0.0805 0.1077 0.0644 0.0834 0.0456 0.0608  0.0955
FEAKE 10131 10126 4604 3515 804 465 29645  22.51%  51.05%
Bl FEHIIV 01981 0.2563  0.1652  0.2406  0.1496 0.2720  0.2177
FRYEZ  0.0818 0.1084 0.0573 0.0850 0.0466 0.0790  0.0955
FEAKE 4136 4022 1446 815 273 104 10796 82%  17.95%
TAH IV 01971 0.2444  0.1673  0.2434  0.1581  0.2789  0.2140
FRYEZ  0.0818 0.1084 0.0573 0.0850 0.0466 0.0790  0.0955
FEACKE: 7622 7261 1512 647 396 100 17538 13.32%  6.02%
SAH FHIV 02183 0.2596  0.1694 0.2561  0.1550 0.3032  0.2316
FRrEZ  0.0933  0.1209 0.0725 0.0980 0.0679 0.0738  0.1081
BEAKER 2545 3082 286 275 107 61 6356 4.83% 0.3%
WESME IV 03414 04031 02257  0.3496 0.1844 0.3152  0.3636
FRrEZ 01699  0.2379  0.0907 0.1232 0.0764 0.0638  0.2062
. 82934 38283 10480 131697
it R (62.97%) (29.07%) (7.96%) (100%) 100% 100%
T IV 0.2546 0.2263 0.2159 0.2433
bR 0.1202 0.0884 0.0792 0.1100
30K 60K 90K
0.8 0.4 0.4
- _n —
0o 03 0.3
" moneyness v moneyness " moneyness
120K 180°K 270°K

B 1 EBUEB G 4 T AR RARIIR T G 15 AT B 3h R iy M 498

iv

[

0.4

0.3

0.1

0.4

0

iv

——— put

—call

3

iv

0.4

—.— put

— call

03

02 \

moneyness

0.

1
moneyness

B 1 SN ERahEmMK

0.1
moneyness

?(1§7 “Ae

= 3 W4T

AT LA EDUAAS B & 45 AR S e 3h R M AT ) — S RSP AE: O TCIR B BkIC A Bk, & ISR B P i
R EMRAYAERT AR 5" H%FIE; @ BT A A Y e U S AR AR R SR B 3 i ol s, T & RAIAS
FARBE AN IR A XA RRE, TR, SEEMPEISER A Sel B e e LT AR S5
FRAE. JOIR/ERE, XERHMEHE T T & 1R & B S R S TR AR B AR AR AR, S —
AL G, EEERBUAAERTFRATH 3 AR AT IR, @ F3NE v LI E, BB & iR )%

B AR RS sh R e, XA B T ks e, I RA B & sl .
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4 Lk
41 PEsERERECRRENS

M AN G TR TR (1) ABA RSN, BERE 8 = (B, o, b, B, )
TEHE, RFRA TR RN Tt R B BRA T S ST MR 32 55 F, BBk ebil 4% 1
FITHON 1470 R, ZCE R AEIA 20, B TR0y 1450 K, (0% ARIA 20mt e
AR ALHIRECH 1460 K. F 4 % T AR RG0SR R, Wb L, Sl
I VS R2 Pl 79.15%, BOKREEE R2 4 98.10%, F/NAY 26.30%. Liung-Box (LB) Sii kbt
THA 0 R R B E A

* 4 BEEDEGHTER
i ¥ilE R B/ME BKE B 235 LB(1) LB(10)

51 —1.4910 0.3688 —2.1020 —0.3384 0.4775 2.3405 1421.9%**  12889%**
B2 —0.4188  0.3044 —2.4740  1.1563 —1.1916 8.2280  927.61%F*  5035.1%**
B3 0.5339 0.5870  —3.0596  4.3503 0.5770 7.6485  992.24%Fk  6683.9%H*
Ba 0.0496 0.2697  —1.2192 1.0223 —0.4780 4.1925  948.04***  §293.9%**
Bs —1.0768  0.9338 —5.9415  2.5837 —0.1848 3.8558 1041.6%**  8182.4%***

R? 79.15%  12.35%  26.30% = 98.10%  —82.66%  312.90%
RMSE  0.0935  0.0535  0.0187 0.3465 1.3819 5.0167

B 2 25T B, B2, B3, Ba, B5 W FSIE, WNEIFFRLLERIPTA B REBAERTLEE LR, BA
B AR, XU T GRS S i 3 2R i T B . OB DA ME B AR TA] P 5114
RRZIH & B Sh R M R S8R TR YE. & 3 AT B ARXH HAMSERIZ RS E. ATLAAE Y,
BT AASCEI RSN, AR EICIR R BE e, SUEEREA I BRSSO SRR, X i BT T HATRA
VAR FEIR B ZREGHATHI ] 751 AR LA S Ra o i B A i T B AT Y & B

UNRTRTIE, IERIR_EORTF, & BNIA B & I S R M T % — B, (RS IEEF X A S
VAR T g3 B U B R 4 L2252, BRI ST 0 YR TR i 2532 3h 4% el Tl R P AR B
M. PR, SR BRI, BN T2 B S B R S e sh AR i 22 PR 2% 5 4t T 20t
AIAMABIIBEFBSIFRMA (1) AUEraiR. TRER], b ARG BTG A& Pra i EE
FSLENI, RSB GHIRE R? WHT T

B

25 25 - - - - - B
2007 2008 2009 2010 2011 2012 2013 2007 2008 2009 2010 2011 2012 2013 2007 2008 2009 2010 2011 2012 2013

(a) B FHE] (b) B2 BIEFEF (c) B WHEIFEA

A 4

1

0 -1

-0.5

Bl

-1.5
2007 2008 2009 2010 2011 2012

(d) fu BTFES) (¢) fs WHTEFF
B2 3 EERsE
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R 0“6“"0“@.._6__9 Beta3 1
- al \QNG'“‘Q-.
: ) ‘,‘w“l‘;’,”’[,\‘ : " o * b = = biby =v=eblbi —@—bibs —Bblb) —H—b2bi ——bbs ——bib v |
(a) B BAERE b) B ZZAHFRE
B 3 g BiEx5xXExE
x5 EAEHIAREEIIER
Call Put
g\ﬁ —_——p —
WE  HEE BKRE BME WiE  WEE BKE RME
061 —1.6319 0.4312 —3.0181 —0.1924 —1.3865 0.4297 —2.4552 0.2596
B2 0.0761 0.8285 —-3.9251 4.6683 —0.1916  0.6461 —7.4680 1.6395
B3 0.1910 1.1749 —7.2956 7.5508 0.3653 0.9318 —12.6804  2.5856
Ba —0.0785  0.4582 —1.5672 2.3322 0.2642 0.5872 —3.5788 2.9700
Bs 0.3301 1.9668 —14.2784  17.0525 0.1116 1.6339 —15.9051 12.1026

R? 67.91% 22.04% —9.18% 99.54% 77.70%  20.72%  —23.84%  99.14%
RMSE  0.0543 0.0243 0.0059 0.2384 0.0615 0.0579 0.0083 0.9093

4.2 REEEhEHESIRE SRS ML

AUGTHER 1 T B KRBT FFEAL, FHAE Al EAROMERIN. BUMAR LG E S E N 2010 4F
1 A 4 H, (ERABULZRE P L BARAE T EEISE, SREIMEBINTES] 20104 1 A 4 52/5 1 RE 7T RN
P sh R, IRARR R 2P BR, R AR AT R S RO #EA TS MR

# 6, R 7 A T FTARRIET 1 RGEEARSM N SE R A R M SCRA e gt e a5 . TEITAY
FEA NIRRT, Ff1%H RMSE (root mean square error), MAE (mean absolute error), MCP (mean
correct prediction) =ABEEHEPR, Hf RMSE FR8—RTPrA G AN BINRZ I WET IR, K5
JTRARTIN X B BUEE; MAE RS —RHPITE S AW TIINHRZ L IHERYE, SR ITRAARTN X BB
fH; MCP F/RE— KA G E ik shZR A mMNES Y & 2 g HE. 3R 7 450 T EED R s
i Ry WAKIHE, & Rpg > 0, MILEAHTT BLALE TS T AEL 55 AINEBUE IRE (3) g His
T fr REEEIEN p (E, AR R o W BEME. ERATH WRIRE, BATESSHXTITAFEAR, Call £

& 6 mal 1 KRS HaEERIMINER

RMSE MAE MCP
AL (T) 0.02497064  0.01957914  0.52120689
VAR A (ID) 0.01586758  0.01186840  0.56711603
I) 0.02364635 0.01705697  0.52553670
V) 0.02497314  0.01958238  0.52101034
) 0.01586513  0.01186661  0.56583652
I) 0.02364710  0.01705566  0.52642842
II)  0.02493939 0.01955547  0.52389724
III) 0.01591453 0.01196169  0.55789702
IX) 0.02386718  0.01751303  0.50408130
) 0.02493279  0.01955318  0.52455390
I) 0.01590174 0.01195146  0.55723416
) 0.02388359  0.01752615  0.50486423
III) 0.02516519 0.01958636  0.52045187
IV) 0.01589443 0.01167660 0.56405172
V)  0.02377595 0.01705451  0.51678493

VARNBP  ##l

RVARNBP  ###]

(
(
(
(
(
(
(
RVAR A (
(
(
(
(
(
Straw Man &AL (
(
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R 7 S EnhEERIEASMNANIIERE RO R

A. VAR 2%5 VAR_NBP 5% H: B. RVAR 25 RVAR_NBP Z5fy%E:
All Call Put All Call Put
0.000170 —0.001202%*  0.000767 —0.000338 —0.003152%*  0.000709
(0.788) (0.048) (0.534) (0.162) (0.027) (0.951)
C. VAR 2£5 RVAR 2Kfxt D. VAR/RVAR 285 Straw Man #J%tH:
Call Put Call Put
0.008180***  —(.028797*** —0.075663**%*  —0.109506***
(0.000) (0.000) (0.01) (0.000)

T 55 BN p fH. *, *F, 2 2RER 10%, 5%, 1% B MK

A, Put BEAFIXTHALE T NBP {5 BRHEALL TS NBP 15 SR IS (32 78 A, B 34, R)5
XTI VAR AR RVAR BMRIMIE (3R 7 89 C #4r), B/e b itlEE FS Straw man FBEIFATRT L.

MF 6 FIR 7 WEERBATATLIGE U T 412

B, WAL E S R e SR MW B A —E BN A1, 3X 5 Bollen il Whaley4, #5375, B EMIMk
BRE ) ELARTT. BiRJe VAR SO R4 F8 RVAR B8, fINT NBP fif BB BB —
ERE PR T AMA NBP (5 RWBIEEL. BHARE: OXFT Call #4, AT NBP fFEH VAR #
RVAR AT TAIMA NBP {528 VAR fl RVAR #81, Xf HLZERHAE 5% ) & HoKF
TEE; OXF Put FEA, JIAT NBP {§EH VAR fil RVAR BRI 5 AMIA NBP {5 R VAR il RVAR
RTINSO LA B2, FTANAPFMERTTZR. 3R 6 AR LXTT Put FEARTHISCR A
EREHEZET Call B4, B TR G4, NBP f{5 EXT Put FEATTHINZT; OXFT Call il Put ()
IREHA, AT NBP {5 R/ VAR F1 RVAR BB 5 A NBP {5 218 VAR fl RVAR B G5 R
WARRE, vRLANAPMMER T ZER. BAOTMEN, X2H TERAR G 2R 2Ery I8 35 K #8F A
7, TATAS ] SR 2 P2 v A 3 e B 320 AN ] AT EAAS G 24 it Pl = A R[] () 5, AR I B B AT
THIALH 091500 SE F T F PP A RE VAR B I S0 22 . 33X 4 R WO AT TR To0I0 B3 25 ipe sh AR b e e Y R R
R EAAT 0 15 T SE e J T Ra PR B A 1 M 3K e D74 bm 43 3 X B R B B ARG &5 D 3 2 i T 64 T i

S TR R Z8E J48iF. VAR, RVAR DL} Straw Man =RERIE-ZE T “WiPE, 2R
TN B B FAIRREAR. M2 T, ATLAHEAR VAR HSBBE L RVAR B2, (HF# LR
FRIAEY, AT AR R4S S AT LB Y, RVARNBP X T Call #eAM R T VARNBP, Tkt
F Put BEAFEI X 4T VAR_NBP. ffij Straw Man FiFlFFEHETF RVARNBP 5 VAR_NBP, IiRX &
BT Straw Man A1 E A TR, JFANRE BBt B I8 3 %8 il T A9 3 S AL RFE.

=, XtH Call #FAR Put FEARWTHM A, PraHE Call FEARKHINSCER ST Put FEAKH
TR, X BB A 10 IR B BN B BRI B 58 3h 28 it T A T T 2 et ey e .

H—PIRYESR 2, TEX RGBT, Ay a6 B 77 e 58 3 2 il T By B ACR & 4 & 428407
# 8 i T oot g R, i1 A R B IAMSERFTLVES], 45 53R 7 BA—F, M TRELGEFEREN
FERIRIA, 5] NIRIEE A4 hn B BN SCRA AR B T AR Sl SE R T BASCE, I B RcR e &2
EORE T Call ¥e4s. 4152 b, R 8 8y C i D # v LIEE], XTI, FIAZGERryRmEE 57
Gy R B G T G R R, XA ERA T ¥R A SE R T X R S I S R i T R BER T AE G it

& 8 HEXFHENRENEEERHERIIFNIILLE RO &R
A. VVAR 265 VVAR NBP Jf*tt:  B. RVVAR 285 RVVAR _NBP 28fy%}LH:

All Call Put All Call Put
—0.0002 —0.0013** —0.0008 0.0003  —0.0032%* —0.0008
(0.155) (0.041) (0.235) (0.853) (0.014) (0.276)
C. VVAR 25 VAR K%t H: D. RVVAR 5 RVAR f5tH::

All Call Put All Call Put
—0.0002  —0.0009 —0.0006 0.00005  —0.0016 —0.0004
(0.454) (0.282) (0.353) (0.843) (0.111) (0.46)

B F5S PR p (., 5%, 0 BIR 10%, 5%, 1% #9mEHEAKCF-
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WA, BATRXTTRT 2 F 7 RAGRRE WSR2 AT T B0, B 4 45 T 67 1 2] 7 RIEARSS
FUMAy RMSE 4521, [ LAEZIREHR U X RIS 0, RMSE BrfCRATTTINRZUL T- 2 .

CallffA PuthfA
i 0.036 T

o
—

— 1 0.034 -
0.032 F

0.03 F

RMSE
RMSE

0.028 -

0.026 -

0.024.

—#—VAR =+ VAR+NBP RVAR =0--RVAR+NBP —&-Strawman

—#= VAR "+ VAR+NBP RVAR =@-RVAR+NBP —#-Strawman

0.022

1 2 3 6 7

(a) 1~7 REGREE B RTIRER (Call) (b) 1~7 REGBIHEERE (Put)
4 1~7 FRHEEE

4
AL (R

4.3 HFRIMUNBHZFENLEEE
RGBSR, BA TR IRER 2.3 T IEMIE 5 5 SR SRR AL R R AR SN B A 22 B o SR 1.
MRIEFR 7 M 8 WLhie, AT BBIINGELESFRIBAIRE. R 9 MIF% 10 2 Rl% 1 T AE RS A
& 9 PEEXHEAELNEE

TR (%) FRMEE t 48R Sharpe ratio (%) Leland’ alpha (%)
Trading rule 1:

VAR_NBP 0.145 0.0119 3.28 11.75 0.14
RVAR_NBP 0.148 0.0123 3.24 11.62 0.14
Straw man 0.102 0.0122 2.25 7.95 0.096
Trading rule 2:

VAR_NBP 0.286 0.0371 2.08 7.57 0.28
RVAR_NBP 3.711 0.918 1.09 4.06 3.69
Straw man 0.152 0.0360 1.13 4.07 0.14

Buy and hold:
—0.0043 0.0115 —0.10 —0.79 0

& 10 EEXHHANWEE
TR (%) FRMEE t 48R Sharpe ratio (%) Leland’ alpha (%)
G MA = NT$20

Trading rule 1:

VAR_NBP 0.141 0.0119 3.18 11.39 0.13
RVAR_NBP 0.143 0.0123 3.14 11.26 0.13
Straw man 0.097 0.0122 2.15 7.57 0.091
Trading rule 2:

VAR NBP 0.221 0.0351 1.7 6.17 0.21
RVAR_NBP 3.438 0.8587 1.08 4.00 3.42
Straw man 0.092 0.0376 0.66 2.32 0.085

Buy and hold:
—0.0056 0.0115 —0.13 —0.90 0
RHA = NT$50

Trading rule 1:

VAR_NBP 0.134 0.0119 3.03 10.85 0.13
RVAR_NBP 0.137 0.0123 2.99 10.71 0.13
Straw man 0.090 0.0122 2.00 7.01 0.08
Trading rule 2:

VAR NBP 0.124 0.0323 1.04 3.70 0.12
RVAR_NBP 3.027 0.7762 1.05 3.89 3.01
Straw man 0.0035 0.0406 0.02 —0.03 —0.003

Buy and hold:
—0.0075 0.0115 —0.18 —-1.07 0
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25 BEAC H A N IS MRERTEAR R SZ G AN T -V U 27, Sharpe ratio PAK Leland’s alpha 5. JA5%
9 HETAER]: B, F_ML AN GG raBisE T 0 /Edy) 58 —Fc G0N (25
WA RS 2Y) AR, 3B M SN E PR f B B WK T 38 —Fisc N, {HJZ Sharpe ratio UM
F—MZ G, X ITEES R EE - ITZERERT, B M SN s R E = XU E2 M
Leland’s alpha &%, 55 g 3 B S8R, X B Ui B 1 IR e Y 3R 1E 4. SRR UL, 55 Fisc Zh 3
PRI TR —Fhac S, B S8 —Mse S MIA A T R & s R il _ BT A BN &, BRI
WA AT . XTSRS SN MRS, Ira TONATE - A e BB K T A SR A R Fe E0RI% (Buy
and hold TWSE) B~ licas, =28 MEAIHr, RVAR_NBP BRI R I AT, Sharpe ratio fil Leland’s
alpha #E=4 2 T HEKM, EIEZM N Straw Man, Sharpe ratio fil Leland’s alpha J25/]M.

FIBSL G AR TIAN LR GRS, GHEINCCG AR S G 5T 3, RPE%, LR TE5H
IR AE 58, T E AT S G TG S B G AR 3L 5 S ARG 3E 5 48 NT$6, S5 F4E8 NT$4,
SEHITFLES NT$4 DI RALGBIA 0.001. A P —HALH GBI H AR B NT$20 LLJ NT$50 JFHIZE R
mak 10 FrR. AILVES, ZRAGMAZ)E, WaEZ LUK Sharpe ratio Fl Leland’s alpha #8453 B FFE,
{ERALR 53 7 IRFF—2, B T 3G M4 NTS50 T8 Straw Man #EBI7E 55 sz F) SN T BRI At %
RN, BRI RE AR @B 5.

5 it SR

BB X AL TIT S e i 3 4% i T B AT T — B R AR O M L S5 IR R E B M. TR & i3
R Y R A, o RS Sh AR i T A T3 RS R B A T B — R E e L R BORRIXERE. A
SCEM BRI, R “PIARR" MR T B 18 IR & IR sh R i ) S AUEL, R T AU K R 15
JERT BB B A4 i T BN 2. e SRR, AR SR8 B R i 3 4% i T 3 SR RE B U I B2 B 15 01
KRR e h R T 1) B A AALRRAL, AR PR RLA S SRAR 1 ] B SE SR I BB ARG AN AR ISR~ kAT], X
THE S50ETF Hiis, 104 REHIIEIL T, T LUR M RIRER J7 iR 21 i e o 5 3 4 il i 3h 547
. A, KGR X BB GG A, S E SR R bk e & i gh 2 sl i A BA U I BT,
A B () WA SRR AN E TR (FER) WBUMER R I 16n 5, SRR REA SR
RATENRET:, XA AL R ST/ B BA M R S e sh R i m gy B, 5—J7m, WARE] PR’
RIS GRS TiH RS IR A, X & I SR i 0 S AT o = 2 B B S L fieke, IRt —2
R BT SO 3515 3h A 1l 1h S 508, AR T s 2 EL R 0 S04 8 i B 2 oy e PN A AR f
(IEDE RO SE P Loyl

SEH
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