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Volatility forecasting and
profitability of delta hedging strategy

KENTARO TANAKA 1 and Korcar Mryazaxki f1

In this research, we propose a new volatility forecasting model to utilize it for
delta hedging strategy and then examine its profitability in comparison with
various kinds of existing models. The building block of our model is time se-
ries data of ratio of implied volatility to realized volatility. The profitability
of the delta hedging strategy adopting our model is superior to those utilizing
prominent existing models.
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Fig.1 The process of Nikkei 225 implied

volatility and actual volatility
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Fig.2 The ratio of Nikkei 225 implied

volatility and actual volatility
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Fig.3 Outline at period corresponding to each volatility in study
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Table 1 Profitability of delta hedging strategy(total)
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