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Using GARCH Model and Implied Volatility to Predict Financial Volatility

LUO Hua , WANG Shuang

(School of Science, Zhejiang Sci-Tech University,

Hangzhou 310018, China)

Abstract: This Research studies GARCH model and implied volatility within different durations with the data
of Hong Kong stock, and assesses the predictive effect by utilizing realized volatility, M-Z regression analysis,

error term and loss function. Study shows that:

In the short term, the predictive effect of GARCH model is

better; while in the long term, the implied volatility has good predictive effects. Because the option price can

reflect more comprehensive market information, the predictive effect of implied is better.

Key words: Hong Kong stocks; GARCH model; implied volatility ; realized volatility
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