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(regression equation)< T2 4 Q)3 2t} 2] /WEFA 54 WA S
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o ol 4W(CDwel W
log(1V;) = B,+ B3,CD, + B,Duration, + By Indexation, 3)
+ B, Leverage, + BsFLratio, + B3 Of fer — Bid, + ¢,

7] A,

- log(1;): 719 i) AR Aol A a5 WARsde] Adea

- oD tAA 71+ HA 1Y CDEE WEA

= Duration,: 71§} i9 tAH da5E59 7B nt|

= Indexation,: 71§} 9] tAH AFEF E7FASAT

~ Leverage,: 71} i9] tA1A AW Av]&

- FLratio,: 7190 9] A% A F-A0] &

~ Offer— Bid,: tN7A 29 MEFAFA vjF-me ~Zg =

L g AEFAEA A5 At e
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A8 L} Ew%sﬂ A JVAE} 10] ohd A& Ao EAakA] sttt
L VA A WA R 54
74 %=
L] 6.3 - b= L=
R ) =] 2Ry
30~92  93~184 185~367 30~92  93~184 185~367
0.8 0 5 2 - 0.4221 0.2869
0.85 4 23 2 05515 0.3683 0.3507
F5A 0.9 70 254 49 0.3169 0.3230 0.3005
0.95 68 73 34 0.3819 0.3173 0.2877
1 56 181 49 0.3151 0.3402 0.3140

1 16 26 9 0.3272 0.2937 0.3398

1.05 28 29 9 0.2874 0.2453 0.2145

=54 1.1 32 36 5 0.3607 0.4114 0.2416
1.15 1 2 3 0.2433 0.8123 0.5909

12 1 7 4 0.3324 0.5745 0.4986

2EHE 1 13 41 82 0.3557 0.4347 0.3582

[\
e
-y
_I_4
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F7HAAIZA ] A AFRE = NEFA EFAY SN FFAY ~EHE §
716} Aol vl vl Brhs 2S¢ vk <G 5> 20009 -E 20139 7HA] 1
1290 Ae Fo MAFAgA 7 2EAT N B A NHS HolFa o
54 1871 719, F54 2671 7190, 2EHE 1870 71de] ZF FE oz HAAH A 12€0]
AYE FAAY FAME EgHoz AE 7I9Ee] o Brhs 28 & F Ak F,
%, HANE, HAEk T 2 EATE A 719 BEFE <3 5>9] wpH9} Zhgo
E718kATE A, LG, POSCO, ddle4, sh=rd8 59 7|9 vo] ol b5 23w o]
Ueg HolFErh Aol AHEE Wis 1o AaAlTE <3 6>~<aE 8¢ 7|Alsk Tt
29| A S A Rl 5= lto] HHWUET AL ol Mg v EA4
et froAd e s o] fAREAd S vA= W] gigk e £ I8
s A4S AAREla Q) o)g e AS meldte] FAThAS|ARAS Ea) 7F W) iR
FFE S ARt YA AR 2 QoA A utel o] s Wl BE
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<E 5> Ho MHEFAZM UIHSM 7| =SHZ
olgle] i 005K RE 0139744 Axd 129060 AE F9] AEFH AL N 2EA L] B3] 2AF WAL
ofF3 gtk F4 187 719, F8A 2670 71, 2EHAE 18 7] 7 HRo2 AAHAL. 129 AHE &
AAY FAME FHAoR Add 71950 ¥ Brhe AL & & sk
FRETF 719978 Hit  FTHF ASH FAEF qFUA 9= HAx FES
KT 015 016 019 013 002 009 145 8
LGH2=Zdeo] 046 039 089 027 021 114 302 12
LGAA 038 033 077 024 015 1.89 488 21
LG3}g 024 024 024 023 000 000 1.00 2
0OCI 051 050 051 050 000 059 150 3
POSCO 035 027 08 023 018 1.81 511 24
SKe & 012 012 013 011 001 000 1.00 2
SKato|d 2~ 038 040 048 030 007 000 125 17
Z 7)ok} 037 036 039 035 002 043 150
A FAEEd 038 038 038 038 NA NA NA 1
A+ SDI 037 036 058 019 020 006  1.09
A A7) 029 029 031 027 001 -039 175 12
2 [ = 031 027 078 012 014 149 492 42
A FFTL 033 033 033 033 NA NA NA 1
Fle 029 022 071 018 018 163 380 22
o u] 027 027 030 023 005 -000 1.00 2
AdTF 047 037 087 030 022 099 215 11
Ak 029 023 081 019 014 261 100 21
KT 023 022 032 018 004 065 209 19
LGH2==do] 037 032 097 030 015 324 125 54
LGAA} 030 028 052 022 006 241 861 69
LG3}st 029 027 043 016 006 144 511 30
0OCI 031 031 032 028 001 -08 353 29
POSCO 033 028 104 018 017 278 994 107
SK 041 036 099 032 018 292 97 12
SKeH & 025 025 026 023 001 -078 230 10
SK3sle]d 2~ 039 039 049 031 005 014 186 25
- S-OIL 024 025 027 021 001 -055 399 26
;; 7] o}A} 030 026 045 016 008 039 210 20
o R A 043 043 045 042 001 000 1.00 2
S An 2 033 034 034 032 000 -1.33 357 16
A4 SDI 039 031 033 027 002 -108 252 9
A Bt 035 036 038 030 002 -168 455 7
A7) 031 030 034 028 001 046 163 48
b 031 030 08 015 008 405 256 94
AAFEFL 054 042 122 032 033 151 343 16
A e 29 026 026 026 025 000 -1.23 431 24
S 033 028 1.02 021 017 268 921 40

AiiA 027 027 028 025 000 -097 3.80 27

P




A EH] 2~ 032 028 047 025 006 072 208 53
Aojw) E 2 032 032 033 032 000 0.04 1.50 3
AchAd 033 031 045 029  0.04 190 517 30
Eilel ol 039 037 104 029 012 442 231 61
Eallei ks 033 029 049 023 007 023 1.40 40
LGHz=E o] 047 046 057 033 007 -043 313 3
LGAA} 035 027 057 023 012 069 190 10
LG3}3t 042 039 048 037 004 035 1.22 5
POSCO 033 038 049 024 008 0.14 1.54 23
SK 043 047 052 029 008 -0.78 238 5
SKsfo] g2 0.41 042 045 031 005 -1.23 293 10
S-OIL 030 031 0.31 028 001 -094 244 5
7]okat 023 023 027 019 006 000  1.00 2
rEE S2AH % 048 048 051 046 001 0.15 1.93 4
T e 054 053 060 049 005  0.23 1.32 4
A=A 046 046 050 043 003  0.05 1.50 3
A A=} 030 028 045 021 005 098 4.01 21
AT 040 039 044 037 002 048 1.69 11
Fa A9 038 025 071 023 021 078  1.73 6
A EH] 2~ 033 033 033 032 000 -018 1.32 5
Ao M 048 048 048 048 NA NA NA 1
A5y 046 046 050 043 002 021 1.67 5
izt 040 040 051 029 006 -0.03 368 3
<E 6> MHEM ZZM
51 3 °ﬂ Adrge H}S’Jr 7‘4 offer-bid= offer 7FAEA bid 7FAES A7 grolth ()9 g t-#olz

T & %LH%X]% %C%DA Offer-Bid Duration Indexation Leverage FL ratio
tHLH%X]ié 1.00

A 100

Offer Bid 6%??“ (15(.)%?% L

Duaion NS0 a0
I T T

Leverage 0.01 0.02 005 0087 0407

(0.32) (0.59) (1.61) (=2.37)  (-12.87) |
FL ratio «192% <1(.)é(f)35) (i)?(')(i()) HE)(.)ZES?; (1(.)7% <11(.)é?§5>. 1.00
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<FE 7> MLUEM 23M

(3ol g uhel 2t} offer-bide offer 7H4EA bid 7HEES 273 grolth ()9 #H& t-gholx
E 47 1%, 5%, 10% fro¢aS ebdnh

A
T = @LH%E @C%D@ Offer-Bid Duration Indexation Leverage FL ratio
WA
A 1.00
CD 0.64™

Wy (12.02) 1.00

0.74™ 062"

OfferBid  1597)  (11.34) 1.00
. 019 007 0.12°
Duration o060 (102)  (1.86) 1.00
. 0,02 000 007 015"
Indexation — ga3)  (002) (‘112 (228) 200
o 004 001 006 0267 068"
CVErage 067 (-0.16) 097)  (-389) (-13.60) :
Lo 0167 010 010 0477 000 028" oy

(-2.38) (-1.47) (-1.50) (=7.79) (-0.14) (4.31)

ZF e 2 % npe} 7 offer-bid+ offer 7} 4% bid 7t4 &S 2473k e oAl
F s 2] (3 g }9} 2t} offer-bidi= offer 7H4 &4 bid 714 Ak groltt. ()9 gk t-gtol
T e 4 1%, 5%, 10% froleaS UERdit)

5= ﬂlﬁ%ﬂlg %(i;ﬁ Offer-Bid Duration Indexation Leverage FL ratio
Al
e 1.00
CD 0.13
e (162) 1.00
. 0.62° 0.12
Offer-Bid (9.92) (1.46) 1.00
. 0.00 ~0.04 -0.07
Duration 6 00)  (-053)  (-0.85) 1.00
. -0.23  -0.08 ~0.28""  -0.02
Indexation  ogy)  (099) (343 (029 1.00
Leverage 0.09 017" 0.26"™ 0.02 -0.39" 100
g (1.07) (2.05) (3.12) 029  (-5.00) :
FL ratio 0.05 0.18 0.03 0.18" 0.34" 0.43 L00

(0.60) (2.21) (0.45) (2.16) (4.31) (5.56)
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b W AT FA Y AR s A mAe GRS BAS A < 10>~<3E 12>
M SRS FEE s AEA S Attt obe] 7 34 o AARATE S5l
Zhzbe] 4= &S A EIth <X 10>0AM FA WAEEA et 4
ANZ AR WA 71 9422190 CDHEA Y offer-bid AZY== 25 73t
F(+)o #AE HolFE 3E T 5 Ak o= tiE o|xH&9] ¥Eo] A whel
B3 frE/do] Fagtked wet /pE7|g o] WA s o] STkt RS BojFal

olgle] T FLAS YAREANS 54 Y WSS EPUSE Fo AP FARA aJMc} =Puss
Z7hskel wel Wslels BASS 88 4 olvh 7 WsE A ()] AWE whel 2k ()9 e t-valueo]H,
e Zhzk 19, 5%, 10%, SR FS et
T 2 g4 (D 374 (2) 374 (3) 314 (4)
6.17" 6.20" 6.20" 6.25"
W E A
CRE (16.91) (17.04) (17.05) (17.19)
[ 0.07" Q07 0.07" 0.07°
Orter (11.48) (11.22) 11.25) (11.20)
oo 0.00" 0.00" 0.00" 0.00"
(5.26) (5.49) (5.41) (4.35)
Indexation -0.03" -0.04"™ -0.03"
exato (-2.70) (-3.02) (-2.36)
Leverage ~0.03 ~0.01
& (-1.35) (-0.35)
. -0.09"
FL ratio (-2.03)
Adj. R? 0.479 0.481 0.481 0.483
agla 71de] das g JheET ] 9A BE GAlNA Agk H(h)e #AE
Ho]Fa1 gli=), o]= Copeland et al.(2000)0] A8 vkl 2o, Fx7k @ 7| H A5 5
Aol A sk B0l AXE Fow et 3 BV EATE ()9
folst BAE VeERNon AA] Copeland et al.(2000)0] A A8 v}e} 7o) Q1Z# o] Ao

D g9 AEENEH ARE A0 4AL AT glel ] 4o] APsolof sht, F9) AR el
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277
(3.93)

2.82™ 2.83™
(4.00)

(3.99)

2.82™"
(4.02)

0.11™
(7.74)

0.11™ 0.11™
(7.74)

(7.81)

0.11™
(7.87)
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(2.18)

0.00™" 0.00™
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0.00™"
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Duration
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0.47)

0.00
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<X 12> EctH3[7|EM: AEEE
ool B AEASY JANEAS FEUSE T WS Eusz Fo Agd 5784 Asjolt, Eyus
2 2ola0 we Asat EASES ST & oth 7 At A Qo] AW v 20 (e 2 tvalueo]
W, 42 1%, 5%, 10%, fA59ES tehdn
) 594 (1) 94 (2) 594 (3) 894 (4)
037 031 0.63 0.2
WX A]
Chee4d 0.27) (0.23) (0.50) (0.18)
. 0.04° 0.04° 0.04° 0.04"
Offer-Bid (859) (801) (831) (823)
Dusation 0.00 0.00 0.00 0.00
urato (0.93) (0.88) (0.97) 0.47)
descation 0,02 005 010"
(-0.83) (“1.46) (-2.20)
Leverage -0.23™ -0.41""
& (-1.97) (-2.59)
. 0.24
FL ratio (1.65)
Adj. R? 0.350 0.348 0.363 0.371
<E 13> WMHENT J[QdUHES 2 o|XS WMEM 7+ BEHHE 2 A
olele] m AMEAG] tel A AT BA HARA Asfolrh FoA AARE A7l 19]
SAAGH, G| 10Y 4L G7AG A ts) RAST £ 28H0) A AAEL WA 1
9 $7HA 94, PPHAel Lt 2 A A daks welRa Qe 4 wak 4 9 49E s e ()
ore] e tovalueold, 7, 7, i 27 1%, 5%, 109 o145 ES e,
. CDh Offer- . Indexa- FL Ad;.
A = |
T = K/S N Y. Bid Duration fion Leverage ratio R
6257 0077 0007 003" 00l 009"
N,
A8 17190 (11200 (435 (-236) (<035 (203 048
) 824 0057 000" -011°° 010 000
Put K =1 286 60 a9 200 (209 (-130 o3 O304
560" 009 0007 -001 00l  -012"
K/S <1580 )53 (1045 (380) (-090) (039) (-230 05
2777 0017 0007 004 016 023
] %
A28 gs g7 @18) 08D 02 (1ap 0002
) 1411 010%™ 000" 009  093° 079"
Call  K/S=1 5L wasy (331 (260 089 (20 (67 5P
272 011 0000 004 012 -030°
KS>1 057 560 680 (78 (069 (071 (-183 0247
025 004" 000 0107 0417 024"
Straddle 116 019) 823 04D (2200 (259 (165 O
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<E 14> 2897 ™ - F 2ctHs|q
ohtlel EE FEN7], FEI7) OR, TV OFZ throld 2@ IR Astolk. FE97] ol F 2EYEe
M 9dow 3o BAS Ay 2t Met 4 (3 AE vieh 2k ()eke] Ghe tvalueol®], ",
= 27} 1%, 5%, 10%, 5% tekan,

=597 oA =597 =597 olF
(2005 ~20071) (2008 ~20091) (20101 ~20134)
T Put Call  Straddle Put Call  Straddle Put Call
n=14 n=64 n=113 n=204 n=66 n=14 n=523 n=78
CDWEA 719.31:: 80.86™" -14.76 4877 272" -0.09 4217 320
(=2.70) (415) (-1.76) (14.22) (4.03)  (-0.05) (6.66) (1.55)
Offer-Bid 012" 004 0.04™ 0097 005" -002 -0.02" 011"
(6.58) (1.24) (8.30) (13.04) (357)  (-0.63) (-2.80) (4.52)
Duration -0.01" -0.01™  0.01° 0.01" 0.01" 0.01™ 0017 001
(-1.66) (-3.84) (1.88) (2.31) (6.07) (5.98) (4.45) (0.90)
T - -0.08"  -0.76"" -0.03 -0.00 -0.10 -1.20 -0.09™"  0.34™
(=2.16) (-449) (-0.72) (-0.05) (-1.39) (-149) (-4.82) (2.82)
o -045™" -2.31"" -034"  0.05" 019 -246 001 0.76"
(=295 (-4.10) (-211) (1.75) (1.28)  (-0.66)  (-0.38) (1.73)
FL ratio -0.02 3.89™  0.00 -053""  0.24 2.11 0.00 -052"

(=0.21) (5.12) 0.04) (-4.84) (1.10) (1.17) 0.03)  (-1.98)
Adj. R? 0.328 0.496 0.419 0.834 0.754 0.991 0.160 0.306

T 2597 ofd £ EolM= WAWMEAE A= 98 st vk whEkA
IdETsEe HEA] dasge] 7teddwrle] B 2597 71 #HewA
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AEAT] BT TEH7] ol A 200 24 5%, 1% ol A el skl A,
T olFol®E EFAdd EFACNA 5% FEoA AR Foldt Aart e
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A7lE GEE skal o As & ok A AN e 5897] oldel 509 W
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A5 297l ol e EEA, S6917] 73 23, 5897] ol F 7IRke] EaAlelA
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A Ll 7,

H&, e NEFAFAAG A AR s FREH, AT, A209 A2%,
2012a, 195-235.

A, ] JNEFA A TR g AAA 93] J3F, St A, A1
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Volatility: A Test using OTC
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{Abstract)

This paper investigates the determinants of the implied volatility on individual equity options
traded in the Korean OTC market from 2005 to 2013 following the model suggested by Copeland
et al. (2000). We research firm internal variables and extrinsic variables for the determinants. For
the firm internal variables, we include the duration of cash flows, inflation indexation of cash flows,
leverage ratio, fixed-rate debt ratio, and interest rate volatility. Also as the firm extrinsic variables,
we include the volatility of the rate on traded certificate of deposits (CDs) and bid-offer spread.
Our model suggests that the duration of cash flow, interest rate volatility, and bid—offer spread
are significant and positive explaining variables in determining the implied volatilities of the individual
stock options. However, in case of inflation indexation, leverage ratio and fixed-rate debt ratio,
they show lack of robustness because they reveal different results from each regression models.
We also study the impacts of the determinants to the implied volatilities of the individual stock options
classifying periods as before, during, and after the global financial crisis and show that the model
has the highest explanatory power for the implied volatilities during the global financial crisis.

Keywords : Individual Equity Option, Implied Volatility Determinants, Duration, ELS, Volatility of CD
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