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1.1 BRI BRI
ISR 5 B 7 2 A R SR A RS PV B T DR 3 L T AR

1. BRI s 2 HAR A BB M RARE SE 2 AR, (B S HAEE R a7
#IF51HERA (autocorrelation), 7NRN B B 58 2R AERA 1.

2. MEEERMZS B ENEERME (volatility clustering), BIAREE (258 KAy HEE
HER, NEBRE/ N EER R,

3. RERMZENSMHEERE (fat tail) AR, HBRIEA AR ERE
ST HERAIHZR,

4. PR EEoRNAR B A B BN, [l B RIARYZK¥E(E (return to mean),

F4%, MBHRMARREF Y ERIRRE S, ERBEFEER, TR
AR, BRSRATHE BRI BN 10088 5 0 8. 1 8, REFIEE—
F2TEAERGER. HRARESR, RFIFERTIIFEE:



1. BREVEARRRE, RAERERGEZIFERFERNROTERK,; THEIH,
ERHME TR, EASENAE ETGEEEHEESLEE M.

2. EWFENT SR REEE RO RS ET R, BRHERRIE, MBS
HARNERERGZ B E,

3. BIARIRHEERE, REREERR,

4. MREFIIAE (temporal aggregation) &5 2201 B B IR FF I B0, =48
BRI ARCH (Autoregrssive Conditional Heteroscedasticity) BEGFEK
ARFRTREENAL (P BRIR EEAER ).

KPR H BRI Rk R R B R B BRI, IR 5 | T 8F
% BEZ I E RIEI R T I BR AR B 1. B%5H Engle(1982) 12 H
ARCH HEEIAREDE M BRI R, #35H Bollerslev(1986) & Hi— by
ARCH #%2! (GARCH), Z #&—#E SRR IGARCH,GARCH-M,EGARCH,
GJR-GARCHE IR R EER B E R BN M, POl = B m Al (2
FRIGME BRSSO R LB, 5@ RTHOKEITEEZ3%
BRI B R, RS 28RN ARCH,GARCH AR, RTH M

{7 riE B B AR,

2 ARCHR

2.1 R4l

Engle(1982) #2H ARCH 8, HMEURME ARCH(1) BEARRAIT, &
HRENES (r,) ROBEEUANT

Ty = Ut + ay
e AR AR ME, 0, B tHARY T (innovation), £ ARCH AT a, N FLE
PR EAERE, H2F 7 THANR HAHR . #f i Robert Engle #IZEERIEN Ka, 5
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FEE 3G T f1E1 2 E AHSR
Qg
hy
€t

TR OREAXEANES, Hl

E(af|Fi1) =

= \/h_tﬁt

2
= ap+ a4

~ iid N(0,1)

E(hei| Fy)
= htE(EﬂFt_l)

IRED, h R a IR R B BRI S ARV, Es < t,

E(aas) =

E(azay)

S

1_/\

E(v/her/hges)
E(E(v/hie/haes| F))
E(Vhiv/hoE(e6s| F))
E(Vhv/hiE(eey))

0

= E(hehse;)

= B(E(lueihse|Fy))

= Ehh(E(ee|F))

= E(hihE(efe)))

= hihs

£ 0

EREFBE ARCH(1) A o, K58 TARBMET 77 HAEAE B TAHR,
LZNBHEYIG. Bl BT HEEDEIL t53ES, Generalized Error Dis-

tribution (GED) &M #H# M.



ARCH(1) BRI DB AR(1) B8, 4 0, = a? — b8
E(nt‘thl) = E(a? - ht‘Ft—l)
= E(CL?|Ft_1) —E(ht|Ft_1)
= hy—hy
=0
W B—#7E (martingale difference) 75, #h, = a? — nRAAARCH(1)
LUNCIES S

2 2 2 2
ay — N = 0o +oa;_ = a; = Qg + a1a;_; + 1)

52 ARCH(1) A RZR TR ER— AR(1) HE,

2.2 WA

BEEZERMESTARCH(1) HERME, 5%Ha, TUERHE-FEE_FEEZE 0
THIR:
E(a;) = B[E(a|F-1)] = E[V/hE(e)] = 0
Var(a,) = E(a?) = E[E(a?|F,_1)] = E(ag + ana?l |) = ag + o E(al )

K& a, FH—stationary process, £E(a;) = 0,Var(a;) = Var(a;_y) = E(a?_,),
Rk, A EXBFTUERV (@) = ao/(1 — aq). BEHFHEFRNERERR
ME, Tffifte, RERDEHRER T, ATAEHEERBEEAL, 1 Ta,IEEE)ZE:

E(a}|Fi_1) = 3E[a?|F,_1]* = 3(ag + aya? |)?
K,
E(af) =3E(a + ala?_l)Q = SE[ag + 2a0a1a§_1 + a%af_l]

Ha BB ERE, HUREESZRERm=E(q}), MERFAEH T

aq

my = 3[ad + 20001 Var(a;) + aim?] = 3a(1 + 2 ) + 3aimy
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3a2(1 + ay)
(1 —ap)(1—3a3)

R B B TEAE, TR, S EERBES1 — 302 > 0, ie.0 < a2 < 1/3,

Hm, B8V ar(a, ) RIHEE FFFRAE R DIGHE o FIIEREMR B (kurtosis), Bl

E(az) ag(l+ o) (1— o) 1—of

T War@)]E TU—a)l—3a2) a2 1-3a2

B 5 B R RE SRR 3, R APTT B1 88 B0, SR B R I, -1

HARIEREN S KIE B ENE of R b WIBK BRI KRR, RE L EE)
BRI,

:m4:

>3

2.3 JT{
BELFIKARCH(1) =AEERE] ARCH(q) £&28, Al
ay = \/h_tEt
hy = ao+aal |+ + aqaf_q

MEPY, £ ARCH(q) BEF o?BH— AR(q) BER, ¥y, = a® — hHl

E(m|Fi-1) = E(a? — h|Fi_1)
= E(a}|F,1) — E(hi|Fi-1)
- ht - ht
=0
o B—BEF, ¥h = o2 — nRAARCH(q) BE, AI5:
2

2 2
ap =Qo+ 10,y + -+ Qa1

ER ARCH(q) BANMREM ARCH(1) FrB e EREFEIFFRML,



2.4 BREEENTE

bR T H BB ECSF  Student-t distribution 8 Generalized Error Distribtuion(GED)
R AR, PR SEHEIIRERRE, fEELERLHmIRE,

e Student-t distribution

e = T s &7
1

1
VU —=2B(1/2,v/2) (1 + Z2)*

v—2
Ao > 28 BEHE, IEREIERIEAR (shape parameter),
B(a,b) = T'(a)L'(b)/T'(a+b)f beta B, MEBEIZER F(z) =0,Var(Z) =

U/(U_2>771:O772:Z_§_3:UE4

e GED

N v —120E
f(zv) = )\021+1/up(1/v)6
_ 272'T(1/v) 1/2
S TR

|t

:_th] 0 <v < o0 P;EHEJJ%%E(Z) :O,V(Z) = 1771 :Oa’72 =5-3=

o
/v _ g
I(3/v)? °
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2.5 fhEf
BT ARG ETARCH &8, B/ NR 77 sk Bl i KU 0%, 53 Al
AT
1. &/NPT5E (OLS)
BT DR BB AR E R A, DU/ NP EORG R E, EREE
W77 S BEERTERE R /7 E1T OLS B EUEET (a0, - -+, ay)o A OLS
ERTEET IR 2 8% BLUE, E—2%, ERR ARCH AN FEAR PR
A K OLS 22BN ERES (inefficient), EIHERFIER &K/,
ATl MLE BffEtER R ER,
2. AR B fEEHE (MLE)
B e, = J-RVBRASE I BOE i U BEOUR B, 8 7] DUR B AR DR
BTS2 H bR WRTATE ¢, 7] RE & -2 E. GED B M5,

2.6 ARCHKE

Robert Engle Z#&EH ARCH B LM #E, RetEMEERERH, BREK
ARCH ERZWRITERZ —. BREE—HIIREE— ARCH(q) BERIRRRK:

2 2
hy = ao+ a4+ + e,

Hy : ap=--=0a4=0

H, = «a;#0 for any i
RELER:
1. TESEER (A0 MA(1)+weekend effect), FIEEZE o,

2. PLafHE#E a7, - - 0 JEEENEET R, A THERKN, R* 5
TE R

3. AR AL (B%A ARCH) RITR*MRTE X (q) 7 EC.
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Figure 1: Density functions for Student-t and GED



2.7 HESHT
B R ARRR D ME 2 B R A, 075 DIBUE TSR, % FRYalgorithms £
1. SQP: Sequential Quadratic Programming algorithm

2. NLMINB:

3. BFGS:

2.8 FEHE

HARCH &2, aJ 2L AR BRIRIFAHR, HILE forecasting 141 AR BRI —f%,
£t HIEAES (F) T, LB H—EATEEILT (AARCH(1) £41):

hi(1) = ag + oqaf

“HATEH:
ht<2) = + O[lht(]_)

LTI A N — AL,

ht(g) = Qg + tht(f — 1),£ >1

2.9 ARCH/EEFTE SR HE

¥t ARCH(q) BEEEITME, FrEB s ARER, E%REBHIH () KRR, g8
ERLSHFEMERT, ERERRER, WEERRMAEETSHMET EREN
RSP RS B DO, EA e AR(q) BEEI BB HBOKE, HER
H) AR R, TR UFI A ARMA SRR EITHRE, DR REASERT, &
RA% 2 ElETH R E LR, T ARCH(q) AT, BF7RA] AR AR
HIE ok i ARCH(q) #EEMEETFTE R E, K Bollerslev(1986) 2 Hi—
&1l ARCH #8) (GARCH) A DAF B ik )t — R 7E,
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3 GARCHER
GARCH(1,1) H%, BT

ag = hyet,
ht = E(G?lthl)
= ag+oa;_q + Bihi

e ~ did N(0,1)

BReHRERE, BEHI0 < a1,6 < 1,01 + 51 < 1. AR, BT
KHIERE GARCH(p,q) BE, BEWMT:

p q
Ay = 1/ htEt, ht = oy + Z&ia?_i + Zﬁjhtfja € ~ (07 1)
=1 j=1

KIBNTE ARCH BEARIRIfHE, TLAEH GARCH #ERIH o?F— ARMA A
L GARCH(1,1) B, FHEBIT:

m = a?_ht

hy = af—m
KRAR, &

hy = ap+ CVlatZ—l + Brhia
2 _ _ 2 2
a; —m = o+ awa_y + Bilag_y — 1)

a? = o+ (a; + 51)%%_1 + 1 — Binp—1,

WINGAT, E (| Fy—1) = 0, nB—8ZEHT], MaHIERE ARMA(L1). B—
ARMA(1,1) #2, ## GARCH(p,q) #E 4m = maz(p, q),

q p
hy = ao+ Z oap_; + Z Bihi—;
i=1 j=1
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q q p
al = ag+ Z a;; + Z Biai ; — Z Bime—j +
i=1 i=1 j=1
m p
= g+ Y (it B)ai =Y By +m
i=1 j=1

where ay =0 fori =q+1,---,m,3; =0for j =p+1,---,mo INEN,a?HIIERY
FBARMA(m, p)o

3.1 MHE

ELARCH #AMERA), GARCH AL 7] DL R As il B B ERIFHE, DL GARCH(1,1)
=B, &

1—2af — (@ + 1) >0
Ell

E(a}) _ 3[1 — (oq + 51)?]
Var(a,))? 1 —(oq+51)? — 203

HRAl R BRI E,

’}/2:[ >3,

3.2 flEf
fEEHEFFIBLAMLE BEfTiE, MRIATL.

3.3 7EH

BMILACGARCH(1,1) B, HEFEFEH!
—HATEH:

hi(1) = g + ara;_; + Bihy
—HATAH:

hi(2) = ap + (a1 + Br)hi(1)
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i AT AR —RAL,
ht(f) = qp + (Oél + ﬂl)ht(g — 1)7£ > 1

BEAREESE ARMA(1,1) #8IH AR B HIREUS 1-(ay + 51)BIFAER, ¥ L
A —EARK, KBRS, THRH TR
ag[l — (a1 + 51)]

ht(g) = 1_ oy — /81 + (Oél + ﬁl)é_lht(l)
A,
ht(g) — *10—@1’ as { — o0,

BT A, ETHEHESA, Al GARCH(1,1) AR FAME & ] Var(ay)o

4 IGARCHEi GARCH-M

ARCH/GARCHZFIREEE X, M ER /M Al mERLIGARCH & GARCH-
M, HALE B RS R EE L 3%,

4.1 IGARCH

BMHARETE GARCH(1,1) BAEM BERay + 5 < 1, BEFBLEH 0 + 6 ~ 1,
Bla? TRENIRE, RILIGARCH AR H . DL IGARCH(1,1) R4, #IF AR
H

hy = ag + aya? | + Bihiy

o+ 6 =1= a1 =1 - HRALRK,

= h; = ap+ Bihi1 + (1= Bi)a;_,
B EHIGARCH A 2 AT T =,

hi(€) = hy(1) + (¢ — 1), (>1

Hay = 0, ARSI TR B —IFAME, —RPItHE RiskMetrics H
W AZRETEEEE (Value at Risk)o
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4.2 GARCH-M

GARCH-M R EA T :

e = g+ chy+ay

ay = \/h_tﬁt

hi = ap+ 041@?71 + Brhia

GARCH-M 158U Ja\fg % & A SR, XFRI2 8 o, BoFTmHE R Bk i il iR
# (risk premium parameter), TEHAREI R, #EH A, E Amean equationd, HiH
RN ZS ] (R It AR AR 1, XTI B v B R B 72 A, A0 SO L R ok Sk 2L AR R 1
AR

5 HEBIENT

RETAHTEBTEBERIZR. A (2330). BE (2303), B2 (1301) £ (2002)
AR EERINZS, BRI £ 20044E 1 A2 HZE 2007485 B 31 H, 5 843 AL,

5.1  EASHUEH AT SR 25
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Table 1: Summary Statistics for 7 returns series: 2004/01/02 ~ 2007/05/31

TAIEX TSM(C(2330) UMC(2303) FPG(1301) ChinaSteel (2002)
nobs 842 842 842 842 842
Minimum | -6.678855 -6.988353  -6.970509  -6.862745 -6.764706
Maximum | 5.568419 6.730769  6.993007  5.539359 6.666667
1. Quartile | -0.505078 “1.041215  -1.052079  -0.641731 -0.636437
3. Quartile | 0.646495 1.062623  1.008202  0.788180 0.810616
Mean 0.041640 0.054265  -0.014862  0.055302 0.096739
Median 0.038483 0.000000  0.000000  0.000000 0.000000
Variance | 1.227673 3.265195  3.652541  1.567385 1.819927
Stdev 1.108004 1.806985  1.911162  1.251953 1.349047
Skewness | -0.515363 -0.009321  0.163251  -0.247341 0.142604
Kurtosis 4.682377 1.253273  1.816449  4.322230 3.302884
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Figure 2: Time Series Plots for TAIEX, TSMC, UMC: indexes
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Figure 3: Time Series Plots for TAIEX, FPG, ChinaSteel indexes:
2004/01/02 ~ 2007/05/31
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TAIEX return: 2004/01/03 ~ 2007/05/31
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Figure 4: Time Series Plots for TAIEX, TSMC, UMC returns: 2004/01/02
~ 2007/05/31
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Taiex return: 2004/01/03 ~ 2007/05/31
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Figure 5: Time Series Plots for TAIEX, FPG, ChinaSteel returns:
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TAIEX return: 2004/01/03 ~ 2007/05/31 Histogram of r9999
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Figure 6: Diagnostic Figures for TAIEX Return: 2004/01/02 ~ 2007/05/31
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UMC return: 2004/01/03 ~ 2007/05/31 Histogram of r2303

© - Iy ®
] . ||| | o
- hiilbnlibllaall |
5 " i ,| ll lhi:ll 5 o
§ v ] IO T &
— o . | | o
P 8
T T T T T o I T T T T T 1
0 200 400 600 800 -6 -4 -2 0 2 4 6
TAIEX r2303
Normal QQ-Plot Series 12303 * r2303
ﬁ o :,.,.. .
E ] / o
= b O <«
g o < o7
= ] i
E © . 2 FHr At TRt edT o -
= | | | | | | I S B B —
-3 -2 -1 0 1 2 3 0 5 10 15 20 25 30
Normal Quantiles Lag
Series r2303 Series r2303
] o
C)_ -
oo} o
S 7 n n
O .
W < g | | | | || |
— o T
2 3 g o'_‘ml I‘I ‘IH | |
- o ©
o flh----f-------- R Rl s o |
o F_Jr - __I_J_—XC________ [ ---------"F------------
T T T T T T T T T T T
0 5 10 15 20 25 30 0 5 10 15 20 25 30
Lag Lag

Figure 8: Diagnostic Figures for UMC Return: 2004/01/02 ~ 2007/05/31
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FPG return: 2004/01/03 ~ 2007/05/31
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ChinaSteel return: 2004/01/03 ~ 2007/05/31 Histogram of r2002
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Table 2: fEEHER

TAIEX
Normal GED Student-t
Est. Std. t value | Est. Std. t value | Est. Std. t value
mu 0.06926 0.03453 2.006 0.059596 0.031243 1.908 0.07921 0.03108 2.548
mal 0.05774 0.03848 1.501 0.005283 0.033033 -0.160 0.01393 0.03356 0.415
omega | 0.02275 0.01117 2.038 0.021212 0.011626 1.825 0.02110 0.01089 1.938
alphal | 0.06411 0.01520 4.217 0.046226 0.014760 3.132 0.04081 0.01351 3.019
betal 0.91626 0.02031 45.116 | 0.933847 0.020511 45.529 | 0.93984 0.01882 49.927
shape 1.241157 0.087060 14.256 5.51457 1.09918 5.017
TSMC (2330)
Normal GED Student-t
Est. Std. t value | Est. Std. t Est. Std. t
mu 0.09460 0.05605 1.688 0.06690 0.05468 1.223 0.07107 0.05490 1.294
mal -0.02085 0.03827 -0.545 -0.02821 0.03440 -0.820 -0.02812 0.03649 -0.771
omega | 0.07318 0.04284 1.708 0.05932 0.04410 1.345 0.04435 0.03750 1.183
alphal | 0.04917 0.01606 3.063 0.04112 0.01621 2.537 0.03716 0.01460 2.546
betal 0.92770 0.02502 37.085 | 0.93988 0.02587 36.333 | 0.94862 0.02260 41.967
shape 1.51483 0.11144 13.593 | 9.63397 2.99999 3.211
UMC (2301)
Normal GED Student-t
Est. Std. t Est. Std. t Est. Std. t
mu 0.02739 0.06116 0.448 -0.0002794  0.0108879  -0.026 -0.022895  0.054461  -0.420
mal 0.05226 0.03832 1.364 -0.0005409  0.0148908  -0.036 0.004409  0.037400 0.118
omega | 0.05236 0.02816 1.859 0.0403314 0.0300015 1.344 0.035627 0.028378  1.255
alphal | 0.05579 0.01415 3.944 0.0564466 0.0165535  3.410 0.055797 0.016132  3.459
betal 0.93031 0.01692 54.974 | 0.9336378  0.0187817 49.710 | 0.936581 0.017907  52.302
shape 1.2959402  0.0911139  14.223 | 5.907890 1.232798  4.792
FPG (1301)
Normal GED Student-t
Est. Std. t Est. Std. t Est. Std. t
mu 0.066511  0.036888  1.803 0.0004475  0.0089726  0.050 0.045690  0.034468  1.326
mal 0.024028  0.038275  0.628 0.0001907  0.0074253  0.026 0.005991 0.036898  0.162
omega | 0.013360 0.008113  1.647 0.0239100  0.0166536  1.436 0.030736  0.019243  1.597
alphal | 0.055566 0.013322 4.171 0.0609916  0.0226257  2.696 0.065186  0.024273  2.686
betal 0.937758  0.014691  63.832 0.9253440 0.0283126  32.683 0.915703 0.031739  28.851
shape 1.1922958 0.1000710 11.914 5.903087 1.178790  5.008
ChinaSteel (2002)
Normal GED Student-t
Est. Std. t Est. Std. t Est. Std. t
mu 0.09778 0.04363 2.241 0.05222 0.04847 1.077 0.096083 0.038740  2.480
mal 0.02455 0.04175 0.588 -0.01563 0.03041 -0.514 0.008382  0.036739  0.228
omega | 0.57206 0.18616 3.073 0.4539 0.20320 2.232 0.381102  0.202405  1.883
alphal | 0.18039 0.04632 3.894 0.16127 0.05364 3.007 0.151447  0.054712  2.768
betal 0.50653 0.12578 4.027 0.58631 0.14423 4.065 0.649278  0.144710 4.487
shape 1.19784 0.08030 14.918 | 4.643543  0.772642 6.010
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Figure 11: Conditional Volatility for TATEX
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Figure 12: Conditional Volatility for TSMC (2330)
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Figure 13: Conditional Volatility for UMC (2303)
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Figure 14: Conditional Volatility for FPG

28




g2002.norm.h

g2002.ged.h

Conditional variance for ChinaSTeel with Student-t error

g2002.norm.h

Conditional variance for ChinaSteel with normal error

2 4 6 8 10
1

0 200 400 600 800

Index

Conditional variance for ChinaSteel with GED error

0 200 400 600 800

Index

0 200 400 600 800

Sample Quantiles

rged(nobs, nu = g2002.ged.df)

rt(nobs, df = g2002.std.df)

Normal Q-Q Plot

Theoretical Quantiles

g2002.ged.z

g2002.std.z

Figure 15: Conditional Volatility for ChinaSteel
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