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Abstract

Forecasting Power of Range Volatility According to Different
Estimating Period

Park, Jong-Hae*

This empirical study i1s focused on practical application of Range-Based
Volatility which is estimated by opening, high, low, closing price of overall
asset. Especially proper forecasting period is what I want to know.

There is four useful Range-Based Volatility(RV) such as Parkinson(1980;
PK), Garman and Klass(1980; GK) Rogers and Satchell(1991; RS), Yang and
Zhang(2008; YZ). So, four RV of KOPSI 200 index during 2000.5.22-2009.9.18
was used for empirical test. The emprirical result as follows.

First, the best RV which shows the best forecasting performance is PK
volatility among PK, GK, RS, YZ volatility. According to estimating period
forcasting performance of RV shows delicate difference. PK has better
performance in the period with financial crisis of sub-prime mortgage loan.
if not, RS is better.

Second, almost result shows better performance on forecasting volatility
without sub-prime mortgage loan period. so we can say that forecasting
performance is lower when historical volatiltiy is comparatively high.

Finally, I find that longer estimating period in AR(1) and MA(1) model
can reduce forecasting error. More interesting point is that the result shows
rapid decrease form 60 days to 90 days and there is no more after 90 days.
So, if we forecast the volatility using Range-Based volaility it is better to

estimate with 90 trading period or over 90 days.

Key Words : Volatility, Range-Based Volatility, Forecasting Volatility
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