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This paper focuses on Taiwan index option market and
compares the volatility forecasting power of several models
including six historical volatilities, five Black implied
volatilities, VIX volatility, Model-free volatility, Corrado and Su
implied volatility and SGT implied volatility. The results show.
that, under MASE and RMSE measures. EGARCH produces the
smallest volatility forecast errors, followed by the implied
volatility models. The worst models are Parkinson and Yang and
Zhang volatility models. We further test the effectiveness of
option pricing and hedging according fo the type and moneyness
of option data. The results show that Model-free, Corrado and Su
and SGT models produce smaller errors. In general, implied
volatility models perform beter than historical volatility models

both in option pricing and hedging
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