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Improvement and empirical research on the weighted realized volatility model
LLIU Meijuan, SUN Qiuxia, WANG Xiangrong, FENG Jiawei

(College of Mathematics and Systems Science, Shandong University of Science

and Technology, Qingdao, Shandong 266590, China)

Abstract: Based on the theory of heterogeneous market, the weighted realized volatility and the separation of contin-
uous-jump components, the leverage effect heterogeneous autoregressive model of weighted realized volatility with
continuous-jump(LHAR-WAR-CJ-M ) is constructed. With data of Shanghai Composite Index available in 5 mi-
nutes, the LHAR-WRV-CJ-M model with overnight fluctuation rate is compared with the three types of HAR mod-
el. The results show that the LHAR-WRV-CJ-M model with overnight volatility also considers the leverage effect
and separates the continuous-jump components has the best extra sample prediction ability. In addition, and the in-
sample fitting effect of the model has also been significantly improved.
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Tab. 1 Statistical characteristics of realized volatility and continuous jump variance

I3 ¥ {H T 22 i £ (6953 I oN w/AME
RV 2.491 0 4.601 4.555 2 29.074 5 40.367 0.078 0
logRV 0.016 7 1.295 0.391 8 2.469 1 3.698 —2.544 5
CRV 2.210 0 4.257 4.649 2 30.494 1 40.367 0.078 0
logCRV —0.105 0 1.312 0.402 3 3.601 1 3.698 —2.544 0
JRV 0.639 0 1.115 6.764 6 63.291 1 8.365 0

log JRV-+1) 0.586 0 0.474 2.457 6 19.209 0 2.237 0

2 WNEEIEHESEEREKS LW R BE
Tab. 2 Statistical characteristics of realized volatility and continuous jump variance

2 ) bR 2% 1t JBE g 7 N R/ME
WRV 2.424 2 4.326 7 4.555 2 29.074 5 36.350 6 0.082 2
logWRV 0.000 5 1.285 6 0.391 8 2.469 1 3.593 2 —2.499 2
CWRV 2.163 4 4.045 6 4.649 2 30.494 1 36.350 6 0.082 2
logCWRV —0.144 7 1.304 6 0.402 3 3.601 1 3.593 2 —2.499 2
JWRV 0.524 4 0.797 7 6.764 6 63.291 1 6.906 2 0.031 1
log(JWRV+1) 0.344 5 0.348 9 2.457 6 19.209 0 2.067 6 0.030 6
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Tab. 3 Regression results of log HAR-RV-CJ model

. h=1 h=5 h=22
AR

B4 P B B4 P B B4 FrifEiR
ao 0.060* 0.040 0.213% "+ 0.076 0.448* 0.131
ad 0.396* "~ 0.046 0.320" * 0.059 0.156* * ~ 0.037
aw 0.178* 0.070 0.011 0.097 0.098 0.122
am 0.402* "~ 0.066 0.679% "+ 0.105 0.813% "+ 0.164
Ba 0.134% 0.069 0.075" 0.030 0.032 0.043
Bw 0.410" 0.186 0.568" ** 0.026 0.109 0.056
Bm —0.786* %~ 0.239 —1.467 0.368 —2.089 0.544
R? 0.794 0.809 0.796

T 0 R R BAE 106,504 100K R .

% 4 ¥# LHAR-RV-CJ R E 74 R
Tab. 4 Regression results of log LHAR-RV-C] model

. h=1 h=5 h=22
S8

AR Frifi iR AR Frifi i AR Frif iR
ao 0.024 0.048 0.184*~ 0.082 0.465* ** 0.132
ad 0.357*** 0.050 0.317 %~ 0.068 0.177x %~ 0.043
Aw 0.218* ** 0.069 0.027 0.096 0.092 0.120
am 0.398* * * 0.067 0.648* * * 0.105 0.789* * 0.164
B 0.174~ 0.086 0.116* 0.055 0.143* 0.044
Bw 0.459* ** 0.173 0.647 x> 0.023 0.242 0.203
PBm —0.811"~ 0.266 —1.091" "~ 0.442 —1.926~* 0.576
Ya —0.129* *~ 0.048 —0.109 "~ 0.047 0.029 0.038
Y w 0.120 0.092 0.072 0.148 0.180 0.137
Vm —0.082 0.247 0.985" " 0.388 0.419 0.414
R? 0.796 0.812 0.800

T R BIRR B R 100,590, 100K R B3 .
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KWGZ A . mEER R AT LA 4 5 LHAR-WRV-CJ £ {1481 4 3501 24 48 F % 5 LHAR-RV-CJ
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AR B R R G BERLEREAS B T HR T . BB AE I T 328 B ML T8 B 06 S R 20 m R . 5 -
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Tab.5 Regression results of log LHAR-WRV-CJ model

- h=1 h=5 h=22
A8 HL
B PR UEDR B PR UE DR B PR E DR
o 0.036 0.048 0.187* * 0.087 0.478* * * 0.153
ad 0.345" * ¥ 0.052 0.312* * 0.066 0.186 " * * 0.043
aw 0.223* ** 0.066 0.038 0.100 0.083 0.130
Qm 0.393* "~ 0.062 0.623* * * 0.108 0.772> ** 0.184
Ba 0.152* 0.076 0.128" 0.053 0.154** 0.047
Bw 0.244 0.144 0.621*~* 0.240 0.264 0.263
Bm —0.608" * 0.237 —0.797 0.437 —1.484* > 0.067
Yd —0.117** 0.045 —0.133~ 0.043 0.032 0.037
Yw 0.058 0.095 0.007 0.154 0.167 0.141
Ym 0.316 0.248 1.254* >~ 0.341 0.786> * * 0.387
R? 0.797 0.814 0.796

B o AR FOR B R 100,500 1000 KPR B3 .

£ 6 Mt AIXH LHAR-WRV-CJ-M #2054 R
Tab. 6 Regression results of modified log LHAR-WRV-CJ-M model

- h=1 h=5 h=22
AL HL

B PR R B PR R B PR R
o 0.096 1.270 0.231 0.021 0.607 * * 0.296
ad 0.346 " * * 0.052 0.312* *~ 0.066 0.187* * 0.043
aw 0.225* ** 0.065 0.397 % * ¥ 0.100 0.086 0.131
am 0.376* * 0.061 0.609* = * 0.110 0.724> %~ 0.217
Ba 0.154* 0.076 0.029 0.054 0.019 0.049
Bw 0.445" * " 0.145 0.622* ** 0.239 0.267 0.258
Bm —0.703* " 0.314 —0.867 0.563 —0.268 0.708
Yd —0.118** 0.049 —0.014 0.043 0.027 0.036
Yw —0.205" 0.102 0.013 0.162 0.179 0.142
Ym —0.085 0.240 1.254 %%~ 0.340 0.796 * * 0.391
Ad 0.149~ 0.069 0.036 0.147 0.133 0.276
R? 0.799 0.815 0.797

T AR R B R B 126,500 .10 6K N i3

3 B R BTN R R A L3R
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& 1~4 43 555 0 %4 HAR-RV-CJ #%) %t % LHAR-RV-CJ #5174 LHAR-WRV-CJ £ 5 PL & %f
£ LHAR-WRV-CJ-M # #1892 il 200 T i) Tl £ 1 2 52 {E (LogRV Al LogWRV) By Xf Fb 45 5 . | &
AN A] DA H o 2 AR 08 3 AN X FR O B PR 2R G 85 0 R AT 808 1 X B LHAR-RV-CJ AR 8 1) 3500 2% 5 4
X8 HAR-RV-CJ #5750 5 5% FRAL 8 5% B0 3 2l 26 3 17 BB AE 1E 1 X 40 LHAR-WRV-CJ #5283 1) $51 I 24 R AR
T E LHAR-RV-CJ BEARL, FiOIORS B2 fe . 35 T 17 37 52 2 B ) AR 45 98 5 0 B IR 3% ) ol A e A I8 3 238 A7
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2.0 2.0
A & logRV 4 4 logRV
L5 Ao L5 A,
* % JogHAR-RV-CJ * * JogLHAR-RV-CJ
1.0 1.0
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-0.5 -0.5
-1.0 -1.0
1.5+ 1.5+
2.0} 2.0}
2.5 L I L 2.5 L W L
0 50 100 150 200 0 50 100 150 200
1 X% HAR-RV-CJ Hil{E v.s. 3 B LI K 5h & B 2 3% LHAR-RV-CJ FUil{E v.s. 3T $1 B LIk 3h &
Fig. 1 log HAR-RV-C] model predictions v.s.logRV Fig. 2 log LHAR-RV-C] model prediction v.s.logRV
2 2
A A 4 logWRV i A 4 logWRV
. & * * JogLHAR-WRV-CJ . & * * JogLHAR-WRV-CJ-M

g 50 100 150 200 B 50 100 150 200
B 3 ¥t# LHAR-WRV-CJ 7 iUl {& v.s.%f % WRYV 4 X% LHAR-WRV-CJ-M & Z F il & v.s. 3t # WRV
Fig. 3 predicted-value of logLWC model v.s. logWRV Fig. 4 predicted-value of logLWCM model v.s. logWRV
3.2 BEARSMEIEM AR T ZHBRIEIMER
T 3% R g 2R Bk Al SPA Tab. 7 Evaluation results of loss function
656 v DY i 455 R T ORS B2 1% BB Ml M2 M3 M4
1%%%‘19%]%@{%1‘[‘%&5@@@ MAE 0.453 8(4) 0.445 4(3) 0.440 5(2) 0.435 9(1)

/I AR T R . R T R

N NN MSE 0.338 5(4) 0.336 1(3) 0.331 9(2) 0.328 5(1)
P20, Mok B % 8 LHAR-WRV-
CJ-M B = Fh 35 2 58 %0 F & R2LOG 0.9153(4)  0.8338(3)  0.6027(2)  0.593 1(1)
B 2 e/ o T 50O e 0 ¥ M1 k8 HAR-RV-CJ B, M2 3§ LHAR-RV-CJ B, M3 % 5

T SPAKS56: ) (B R 56 A LHAR-WRV-CJ B8 , M4 St 5 LHAR-WRV-CJ-M B, 45 5 4 BU{H 47 1 44
RUR N 84T, 2 B=10 000 I
A IORE LI B LHAR-WRV-CJ-M # R SEHERL T, fE MAE  MSE | R2LOG 5 2k s 8CT ¥4 e K p
. BEARXE LHAR-WRV-CJ B8 53440 LHAR-RV-CJ 5 % 75 = Fli5 e 5 550 F 7000 280 514 F 28 iy %ot
B HAR-RV-CJ B8 (15305 LHAR-WRV-CJ-M R L . H SPA KB i p {2 5 - e 3000 1 e o 142
SR T X% LHAR-WRV-CJ-M #57 ,
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4 Z:El'/k\' Tab. 8 SPA test results

il g 43 B =28 HAR-RV & U X Ho A A
B, fF LHAR-WRV-CJ ## A 3 M1 M2 M3 M4
iy T T AR 1 B R R R M1 0.057 0.04 0.012
I 5 K 1 % ¥ LHAR-WRV-CJ- . M2 0.943 0.196 0.124
M #ERL, A1) A Bk K S G i R M3 0.96 0.804 0.204
AT 1) P 7 Sk BR R G E A T 3 M4 0.988 0.876 0.796
K © S8 B 3l 3 AR A 2 M1 0.386 0.268 0.227
SR B 34y Ry it S B Ak ER s M2 0.614 0.281 0.246
Bzl e L P 3 RV IR M3 0.732 0.719 0.31
WE LB s WRV 581 M4 0.773 0.754 0.689
fE . SEUERTTE K B O % 2R i Ml 0.388 0.16 0.156
B 2 S B Bl R A F AR M2 0.612 0.206 0.202
i 25 50 IR e 30 2L EC 0.84 0704 0.286
Wi B K 5 (@ 18 5l 3% i 000 55 Y £ et M4 0.844 0.798 0.714

LB T L LR i DO 25 M1 X HAR-RV-CJ #5 , M2 2 % 4k LHAR-RV-CJ #£ % , M3 % % LHAR-

AR R I AN W5 O 3@ 2 i WRV-CJ H8 , Md %50 LHAR-WRV-CJ-M B, F 428 4 5 76 SCF 1 % 6 4 B

= RO B AT SPA K5, K IR o A

B R AR X LHAR-WRV-CJ-M #E8 f 30005 B2 0 F 2 A 89 HAR-RV-CJ #81 . LHAR-RV-C] ##

M LHAR-WRV-CJ #51,
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