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~ 60-90 0023919 | 0.007316 1401138 | 7.828973 2488
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T<30 0.018050 | 0.005444 0643700 | 5092950 543
30-60 0017580 | 0.003350 0235974 | 1.994599 508
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150-180 | 0017267 | 0.003449 0334993 | 2.185134 78
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A Empirical Study on Expectations

Hypothesis of the Term Structure

of Implied Volatility in Kospi 200
Options Market

Byung Young Kang® - Kyung Tae Min**

{abstract)

Using Campa and Chang’s Expectations Hypothesis model, We test the expectations
hypothesis in the termn structure of volatilities in options on KOSPI 200 by using daily closing
prices from January 1999 to December 2003. In particular, it addresses whether long-dated
volatilities are consistent with expected future short-dated volatilities, assuming rational
expectation. Our results do not support the expectations hypothesis : long-term volatilities
rise relative to short-term volatilities, but the increases are not matched as predicted by the
expectations hypothesis. In addition, an increase in the current long-term volatilities relative
to the current short-term volatilities is followed by at a random.

Keywords : Expectation Hypothesis, Future Short-dated Volatilities, Current Long-term Volatility
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