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Abstract

2 AFE S&P500 AFFAT KOSPI200 AFFAelA F49 A4z gv ] (variance
premium)©] " FE] g ASFHE AL A=A AFshe Ae FHOR ok ol o
TE< US. g%l Zarzeugdo] v FolEo] dis) o5=s 7HA v d3E
RojFolo, 7l &A1l daids did AE8S AFeA X A
ostdl, KOSPI200 Atz um|ie] ool frojahx] agtory, S&P500 wAZe]m oL
T T EEN ofygl KOSPI200 A|FFolEs o5she Aoz YEkth ol v
o=t Tof g3 VIX AFZE AA3E Londono(2012) 2F Bollerslev, Marrone, Xu,
=z g ulgdo] KOSPI200 A9 ES ¢
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= A 7] gAE B4 Zg)v) Y (variance risk premium) 2] R a ol sk A
7F @dbstAl WEEa Qiok Eakszengdold gAdel Al FeEY A¥EFHEES] A
(risk—neutral variance) ¥ 7] ZAAF A A G EE 2] BAF(physical variance) 2] zfo]S AA
7 ZA AL el Eo] A4 WM EA] (stochastic volatility) & 7FAAY AZ Y (ump risk) o =
=9o] Antd, FAAE= o= el whet FAR] Zev| e Q7tetar, old W E Zejv g
o] FAatzyw|el FHE et Zlojth. webs FAbzelw| gl Aol sk FApAEE
T oEE ¥y Wi 55 depdon & 5 Qlok ARSI A dQle] tfste] Bakshi and
Madan (2006) ' 589 AALD 7 AR} ob (5714l 98 egle] EAsta),
F227F Y@l do)r] wFe] dAFRoRE AT Fyke glegS  HAT fAFSH
Chernov(2007) &= FA14 ®ed T AZ 93] S A¢ WAHESAE Erb o] AAde] #
3z ke wla A JEtdA = Zloleks o] &4 2AE AT o] "ol Carr and Wu
(2009), Bollerslev, Tauchen, and Zhou(2009), Todorov(2010), Santa—Clara and Yan(2010)
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Z3t= Aoty Bollerslev, Tauchen, and Zhou(2009), Bollerslev, Marrone, Xu, and

Zhou(2013), Santa—Clara and Yan(2010), Drechsler and Yaron(2011), Londono(2012)+=

ME e BY st FatzEvde] s fFEsHANE A5 EAREZ o] vl ol &

sk Folst Ay S A SS Axskth 53] 71EY FdE A5EE ATseE gEA
2

g goleh= Lz ke mde] FojEe] del fost Ad

' Bakshi and Madan(2006)2 1355 dEA 3} A
I = (volatility spread)” = FosAdtt. Bd @ (
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o] 59 AFA AT olF HI/HA vheFet WRlow FAabzevw|dle]l AR adte] g A+t
A w3 9T},

gujdel] g A A= T A SALS Y Ee dTEo] 4 ddeE
S&P500 HA# 2 wFmolA AEHe= $HY BAEZEwAE ol &tk Aotk &8
Zhou(2010), Londono(2012), Bollerslev, Marrone, Xu, and Zhou(2013) ¢] A7} =)= ©]9]
o FQ FEA(F, 5Y, A3, vEHE 5) 9 VIX A0 7] FAk=zen| e Alud)
= AE S Aleletale Az n ] Jr e s s R
WS oA Esta v dad 9] A7 e R R -
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(emerging market) ©]
A 71Fo® M f5d0] FHE KOSPI200 A5 tgh SAZau gl a3 A
& o] Foj x| ¢kttt o]= KOSPI200 Aol = Ql Ad=s KBastal 7= shAuL,
712 A4 A1Fel KOSPIL Al &o] Al 7FE 9N (capitalization) 7] 2.2 <9k 159 7FEEel AlZ A F o

Sajo] T 2 RIS

%

A ER7] wEl Ao w Helth

o] grell KOSPI200 HAAIe] Eabkzeu|de] sl A7t wxeh = g7k o] f7F 9tk
Londono(2012) 8] A7-ellA] Bl npsl o] ml= o]2]o] Ao A FAZgu|de] A7]= v
Aol wlEl] e A B PaAo® kol e Hol|: shAINE wF Al vE A
Fa] w2 pFolth. KOSPI200 §AAIZS] A% #HT 1 277 S7H8te FAlo171& shA Rt

obA wa Algel] wlE W etk ? Aol 1997d KOSPI200 &4l /gd oF
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or], o]ze Fuivtel oA 1 AHE AT F Yk
el wheh B QAL RAEevgl A Ropel A &9E W KOSPI200 #4442 o) §
st AL QS FAtL, BAxvIge] vigh Folgel thE JuAS ETFdT YA

s FUs 2SSt A47]F B9 KOSPI2009] AL v e S&P5002] #AEz e
el vls) &A% A #FEQOH, ATk WE JpHAo] wi-- Zlvh o] ZiWAdo] wFoE

of thet ARE Fosta A=A ASITE o] Hrol ZF Al EAakzZew|dde] I A FolE
< AdFsertE HSee sAlYl @3] AR (univariate regression) s3] A EY

(encompassing regression) < ©|g&3lo] EAlZ gn|ojo] t}E =72 FoES o34 A=

B A7 7H(2003-20123) ol Al = KOSPI2002] &AMz gn¢lo] S&P5009] &4k
gduidrct ¢ 2 S 7FRd 28y 20039 oA 717+S EEskd KOSPI200 #AFZ )]
& 5 b



3t} Londono(2012), Bollerslev, Marrone, Xu, and Zhou(2013)elA H.Ql u}s} o] F 7]

AAZF dHstA #AdEo] da, F AAZF AEFA (eader economy) 2t FEA A (follower

economy)® Wi F Uvtd, AEAA S FAabzu|do] FH A A 79

th. Londono(2012) 2] AelA % S&P500 Ak w|qlo] 7]efp Ao Fol&S oFah=A

glste] =gatlod, g e 194 4
e

WAl Ry Addety] mEel v

I+
Heotokar o4 4= QU o]y gt o] f 2 & AT #42 Londono(2012)
9 ol ATAHom AT 5 v F2 o7 2 5 9lE Zlolnh whek, KOSPI200 A
gl EA stell M= KOSPI200 0&°] S&P500 A9 Akzeju|giel] o8] o5 7he
shobed, S&P500 watzejw|glo] JRA 02 $dstths T, A= vl= ZAVE A=A

d

AT Ak vt 2Tk 3, A7 713H(2003-20129) F<F KOSPI2009] #Akze]v]
AL S&P5009] Atz m|def vl&] 24 B&EEAT AF 27]1(1997-20004d %) 2~3

d 7F 2o Az e de] BRI E S o, o] % KOSPI200 wAFEZ|u| e 3] ko]
#e MRS FAsgt. B4, KOSPI200 #AFE2]u]¢le KOSPI200 AF2 S&P500 #1422
FolE S o Zetx] Eatgl ol S&P500 BAIZE R AL oF =7t A F FOES BE §o%
FEoA dEetaltt. KOSPI200 #AFZEn) S w4 S&P500 2Akzgn o] gle o537
Ao gk S&P500 FIES AH FsHA CIFsnh. T3 o]#jd At EaEuds
Hegdzeudos Wast Aol oJds] folatqlt. miAuto g Fakxaugde] Mr-Ad
AAES &3t7] Ysted F wWgo] sk VAR(Vector Auto—Regression) ¥4 F33t 4}
ok u g Abole] ok AmFAZE EASIGTE o)E 3l fEle AR Atol
BRI Fo] o7l ANt FoEe YFE vAE FRE S&P500¢14 KOSPI200% A
olflttal 34 sk3ith

B Ao AL g3y 2ok 2%olMe 2 AT ol2A wjAEL A BAarzEn g
ARavs Hugd P2 A AnE Aestal, AEA-FFA AA stelA BY e A
Haie] #AE st 3FelA e 2 AT AR EE A5E AlEta RFE] 728

P 2012d 71, @ vistel] di@ FEe 5859 Dl (AAl £E din] 10.7%), FUAS
4339 el (A 9 inl 8.3%) 013 e Fo] ek FEle 13439 Dl (AA £F
o oinl 245%), YA 8089 de (A FYA ohin] 15.5%) 0tk EAH: FrHEALH

(www.kosis.kr)
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B A2 A9 7lx wjAo] Hie BAbEE o] £9F oS (return predictability) 34l
&l gelstal, AX7d A (leader economy) 8 FE 7 Al (follower economy) ol tfgh 23S A<t

3t Londono(2012) 9 E&& A7)sc)

2.1 FAzu|de o E 4S9 e 3

4% o= &4 (return predictability phenomenon) < 7 303t S84 #8te] Fad
TFAZ Azt don, e ko B3-S Aatauvh. FoE ASFdAYeld £ FolE

o] wjdE (dividend yield), ©|A&9] 7] AZY = (term spread), ¥E AZ ¥ E (default
spread), ©7]59 % (short rate) Sofl 98 5=+ A4S dFErt (Fama and French,
1988, 1989; Ferson, 1989; Ang and Bekaert, 2007 %5). o] &4t tha] Campbell, Lo, and
Mackinlay (1997)+= 15713+ 170l el 22k thad o] 59 7]7ke] disiA vt Fad ol
1 AGAGT (R squared) & 2%5 9A @A A5V 2d0® = T AAAATFE 14%

s
£ 4FSI, 4d0% 59 3% o 26%¢] ol Erhe AMIE B3 dgith Be ATAE0] of
= =

gial] Ao qbd, H2o AFES UEelA 271 2 F9E
S5 7 gdesE A 3tk o] F Bollerslev, Tauchen, and Zhou(2009), Santa—Clara and
Yan(2010), Drechsler and Yaron(2011)> FAAIZOZRE FAs Az eu|d o] w49
ol st dRadsE oFa ok

AAL = Qe el dd Bds st las Bolil, o M @]

2

e

NS Bt =, 340 UAE w2 BAZvde FF 5 FUIASF FoES 58
3 Ya

o
¥
O

of 9 /MHE #7982 (ong run risk model) o] ozt & 4 <9l Bansal and
Yaron(2004)+= &7 F9E°] A5 7@ + ke S Astr] fla &l 719
T 8AE ZFF3SITE Bollerslev, Tauchen, and Zhou(2009)% WEA 2 < (volatility

dynamics) ol &71919 Q& RtFste] FrheelEe] F 7k alel & Hd9E & A= B¥
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S FASET. o] F 3 Il Qc<lo] AW WEAS WEA (volatility of volatility of
consumption) ¥ #Ho] it} welr o] s HA st A EAabZglu|do] vl FolE sk A
BHE BT & Sk AF Ay w2, 37129 d7|zte] "3 7 =2 AHgS 7HA

Ao, P/E v&Y o] g 4dHx oF 2929 &4 ST FYdS A Skt oy
St Aot AACl BESAAAS st A9 HeAde Wiside] FoES dysted T2
3 A3S st 9SS oudltt (Bansal et al., 2005; Lettau et al., 2008).

Santa—Clara and Yan(2010)> #AtZelvn|dS WAz} Jzzgn|gjos F3jsho
olF FAEZzeu|go] v FolES S5 Aee W M HEFel A4z 594
Ql TEAAE WETY 7HYsta, F2e 7% (intensity) & AFEHIWI S (state variable) @] 223
o JpgSeEM F ZEAA =
Duffie et al.(2000) # fAMeHAl =& €t o] B¥& o] g3te] S&P500 H4712 & A r ol
A (calibration) o] WEA 3 HZ o AAL FAds FHAT. fsdol vlal] gz F2<
o] mi-g Zow, FZ A7|E= °F —9.8%° Estdnt. o] S AdEE HE el vls] wg-

Am, A5 o HE 549 JdgEel A dFS Fu vk RE9 daAes dee

o, 3/l sl 6.6%%th o] "ol A
B AxyE S #AAE A H T
S-AF8lAl Drechsler and Yaron(2010)2 A)zkol uw}h
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2.2 BAZN A A=-A<A #A
Londono(2012)2 Bollerslev, Tauchen, and Zhou(2009)%] 2d-& F 7| =7}tel dojs] &=+
skt AAZE 7 =7 BP0 ® g4 olfe vl ATARE HHstr] Aol @

S7be ATl UE AnE wW, e Frkd BAzevee] YFHOR Onck



A FREARE FES ASAHS 54 F7bel we¥ . Londono(2012) 2] Aol w1l =,
5, o=, dE, A9 vEdE, Y], ZEAE B A umz oo Art FolE ¢
SdAo] AFEHGT o= 71ES FabzEv| e digt AFA A oA E A Keke AASiT

olg) et A4S A3yl 935t Londono(2012)= F 749 =712 &4&dch F =719 &
ollerslev, Tauchen, and Zhou(2009) 2} o™, ARAZE g, Ues WE

IREAAE Y 2,
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Ol =45 T P50y, 1,25 11>

ql,t+l = aq + pqql,t + (pq \[ QI,t qu S+ (1)

8o = Hh T ¢g:u1,g + ¢o‘o_l,tzgl w1 702,24 i1
2 _g, 4 2 o
0% =45 T P00, 4y, 25, 111>

q2,t+1 = aq + pqq27t + ¢q \[ qz,t Zqz,t+l

oA7IA AA 2vlE w53 2k AV we A BA Sl 2E AR v (weight) o]t

g, =wg, +(1-w)g,, (3)
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VE, =(0-Dk, (N4, +V124,,)
V=4, + (Alz’] + Afzgoqz )Kf@jAz
Vo =40+ (45,050,104,
VPzt ~(0-Dk,,(V2,91, +V229,,)
¢G w1 T (Ai1 + Af,zgoj )lczz’l(p:Am2 , (4)
Vz,z = A5+ (dys + 4,,0))K5,0, 4

oo

o5 Fal @ wrhe BAmelugo] BE AAe Folge R F 4 e HolF Y

oM BAEZHvYE F ) =7F el AlRte] tid b S BolAu

M
>
(&
i)
=)
e
1o
¥
19
]
2
|\
oX,
rlo

T
o
o
X

o,

(o

>4

o,
o

1l
>,

N
2
>,
4
o
rr
giA
>
[l
Au)
=)
2

3. A8 H4

H A= CBOE (Chicago Board of Option Exchange) oA A#E = S&P500 F71A415 54
S o] &3] AAtE = VIX #A4¢ KRX(Korea Exchange) oA A ¥ = KOSPI200 F7HA4 &
A& ol gal AAE = VKOSPI A5 o &8 BAbZejn|dS AAtettt VIXe} VKOSPIE= 742}
HEE W F2E2EY 97178 34 (out—of—the—money options) S o] &3] E77] 304 9]
o JAA el S R EHUYAHZEA (model—free implied volatility) = AALsla o 7] ¢
1005 w38 w3t k. VIX A9k VKOSPI A& @917 s X 1000]7] wief, Ak
ndE Aty Slsi = VIXSH VKOSPI AJ<+5 10022 vl Alws A% ¥, 53 598
Z AR AAYE B4 25 F3Yd (Britten—Jones and Neuberger, 2000; Jiang and Tian,

AG717EE 2003 1€5EH 20129 12€71A0]H, o] F A 3 &2 AAWMFAHS Aty
S5t AFESH] wlEel, FES oS
S&P500 A4+ F7FE, KOSPI200 A= 24] 508 ARE AFEStY] $9]E&5S 7

® KOSPI200 A el hal] 24 50% AES A3k o] = VKOSPI AFst A4t AlAS XA
717] 91groltt. 7)1 ZAAIA o] 24] 50E-71A] Oﬂiﬂﬂuﬁﬂﬂw o] Fo A = t&?ﬂ, 24 50 - 3
A7MA EA S )7} o] Fojx] 7] wjFo VKOSPI A W FolE& % 24 508% 7=

7



HpelES AAREH] 2% P rE S vmAlZel = e A w2, A= CD

AT 71ZF W S&P500 Al KOSPI2Z00 A9 7|28 A% & 1o FElso] vk S&P
500 A=} KOSPI 200 A9 A%t A5 747F 7.29%8 16.97%01H, &2 mFA
FolE BF 29 dxE JHEou, 1 A7 S&P500 A7
O Aok A& E3 S&P500 Al ol 82 HE7F KOSPI200 A9 @& Z3leaith. 4t

K
< A7A43ste Jarque—Bera $AIHS F FYE At ES BT 7178ESI T

1. A5 SEFYEY 7N2TAF

Statistics S&P500 return KOSPI200 return
Mean (annualized) 7.29% 16.97%
Std. dev. 4.98% 6.59%
Skewness -1.1963 -0.6863
Kurtosis 4.4100 1.7342
Max 22.41% 21.97%
Min -23.91% -32.49%
Serial corr. 0.7068 0.7300
Jarque-Bera 489.4(0.00) 94.9(0.00)
ADF -4.785(0.00) -4.910(0.00)
X 12 2003d%E 20129 Aol S&P500 A9k KOSPIZ200 A9 d¥ FolE9 7|25 AFEHS HY
3L Ut} Jarque—Bera A Y AFAES ASSHH #E Y @2 p—wke HowE @GS A
AL Dickey—Fuller " (ADF) & AFE3F9 21, Ng and Perron(1995) 9] W ES nlgt o2 A x}(lag) =
Agste] HAGsEATh 471 F AAIE AR AEE AR 5 100tk

w o2 WEA A (VIX, VKOSPD ¢} 24229 (SVRP, KVRP) & 7| 2& A% 9 AzH3
ek Ao b ZEuds AuE datso] BakzEv|ds st e IA 7 7h
x]o]t}, Bollerslev, Gibson, and Zhou(2010), Todorov(2010) & EAlzglu|jog “J|tf&
Az guldd (Expected VRP)S AREStH, &4ty 7|2 d 4k (Expected Realized
Variance) 9] #}o]& “goJgtt}. 7|t dBEAake AAF§ WS (macro—finance variable) & ©]&3}
A YAWMEAY AAHEA 79 joint distributions E 3 o] AArE ok a8y

Bollerslev, Tauchen, and Zhou(2009), Bollerslev, Marrone, Xu, and Zhou (2013) °o]3% tj}-

I

g AEdte AATYH Hols AyE wrso ¥ sl
FAAAS FHE7] 98ke] S&P500 A W VIX A5 &% dd J|Fo =z #As)
= =& Falad).

8

o,
ER F AR AR Qe g ol drjety AARE e A¥Y AR/ Gk A4
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R

s

2 u| 7 KOSPIZ00

Atk Ly wej A2 Ay VIX

T

7_l
hyA

J

RN

A =4 o

M 7]
S&P500 #4

S&P500

—_

0
X
)

X
0

)

W

(ST N

5]

7% 95% Aol 717

Ny

s

i

VIX, VKOSPI, <

o

R

o A717r A4

= S A= |
A

==
LN

Ko
5 22

=

=
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22 Panel BojA]
¥l

171 7]

5%
%

¢+

I Az YY) NZEAZ

X
Panel A. AA 7|7+

d

s

2.

2

0.0400
0.0034
overnight

KVRP

0.0285
0.0024

SVRP

25.13%
9.53%

VKOSPI

VIX
20.91%
9.82%

Statistics
Mean
(annualized)
Std. dev.




Skewness 2.1585 2.4853 1.7422 5.4953

Kurtosis 6.4109 8.9506 14.5144 49.7831
Max 80.06% 84.43% 0.0202 0.04350
Min 9.89% 14.08% -0.0140 -0.0024

Serial corr. 0.9355 0.9385 0.3728 0.7587
Jarque-Bera 1164.8(0.00) 2042.7(0.00) 4332.6(0.00) 50594.3(0.00)
ADF -2.487(0.12) -3.655(0.01) -2.916(0.04) -3.182(0.02)

Panel B. #At=Z |9 A= HA3k

Index Sample period Risk-neutral Physical Variance Risk  Indicator Z(T)
Variance Variance Premium (%)
qu 02p qu - 02])
Total Sample 0.05332 0.02612 0.02720 99.37
2003 0.04982 0.01870 0.03112 100
2004 0.02454 0.00833 0.01621 100
2005 0.01636 0.00716 0.00920 100
2006 0.01652 0.00727 0.00925 100
S&P500 2007 0.03257 0.01479 0.01778 100
2008 0.13178 0.09980 0.03198 93.75
2009 0.10337 0.04810 0.05527 100
2010 0.05606 0.02163 0.03443 100
2011 0.06651 0.02501 0.04150 100
2012 0.03289 0.00866 0.02423 100
Total Sample 0.07222 0.03403 0.03819 99.79
2003 0.09237 0.03962 0.05275 100
2004 0.06879 0.03603 0.03276 100
2005 0.04116 0.01980 0.02136 100
2006 0.04277 0.02175 0.02102 100
KOSPI200 2007 0.06617 0.02876 0.03741 100
2008 0.16053 0.08877 0.07176 100
2009 0.10503 0.04501 0.06002 100
2010 0.03776 0.01352 0.02424 100
2011 0.06917 0.03354 0.03563 97.92
2012 0.03861 0.01337 0.02524 100

X 29 Panel Av 20039%E 20129 Atele] 9 VIX, VKOSPI, 18l S&P500 #AkZeiv4d,
KOSPI200 HAFZeju] o] 7| 25 A %S BolFt}h Jarque—Bera SA#S 2329 A4S ASsd 23
kol 2 p-#E HAFY. @Y AL Dickey—Fuller WH(ADF) S A3t 2™, Ng and
Perron(1995) 9] WHES ME o2 AlAk(lag) & A3t o714 VIX, VKOSPI, SVRP, KVRPel| %
® Axk= ZH7E 10, 14, 10, 1601tk Panel B 7 A2 A8 FSHEAL, AAGRAL Fatzen)gde] 4

H owskel Btz e|vgfo] el Wk Z(T)E BojEh

10



% 1. MEA, 79, Az dY AAE 39 (weekly series)

U T T T T T T T T T 0.05
—x—VIX
—e— VKOSPI
—+— S&P500 return
—#— KOSPI200 return
0.8 SVRP Ho.04
KVRP
0.6 —0.03
0.4 —0.02
0.2 —o.01
o —o
02F ‘ ‘ —-0.01
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£ 4 F AR BATGUYY FF 45 Y
Dependent
] Const TR VK fin1 PSS el KVRP, SVRP, KVRP JSVRP, Adj. R?
variable
0.011 -8.50x10™ -0.026
Model 1 TR +17TK ft -0.42%
(1.517) (-0.016) (-0.018)
0.011 -7.74x10™ -0.011
Model 2 Tk +17VK ft -0.42%
(1.045) (-0.014) (-0.023)
-0.008 0.091 4.966
Model 3 l"g’t+1-l"sf’t . 4.79%
(-1.259) (1.055) (6.655)
-0.023 0.056 1.281
Model 4 Ts+17Vs fy o s 6.79%
(-2.200) (0.658) (4.442)
o] By EY 1-4° AYE RAFEH. ZF By 2 (5)—(8)°f YEY gt 2 12 5 & & Tk KOSPI200 9 && FH5HFE 3}

&, KOSPI 24tz gnd-& AR X3siy, By 25 23 1A Az Yn|dS " oE AAtst s A, =E v, 23 339 23 4= F5
HyE S&P500 &8 AYsty, dgHFE Z17F S&P500 FAZn 7 Hsd=guds o] 83 E3olrt. ¥35 9 g oA T A dad S 1
#, Newey—West HAC 344 & AL&alo] AALEl (—EAOILh #, =, wex 1 717 10%, 5%, 1%2] A25% Fo4& epe
¥ 5. BAZYU|HY B A s E A A
Dependent
Const PRV 0 rSers el KVRP, SVRP, KVRP, SVRP Adj. R?
variable
0.003 0.024 3.424 1.07%
Model 5 VK +17TK fit Sk
(0.265) (0.345) (2.713)
0.003 0.005 0.380 -0.06%
Model 6 YK+ 17TK fir
(0.170) (0.076) (0.857)
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Model 7

Model 8
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(2.048)
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-0.024
(-0.461)
0.006
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1591
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variable
0.005 0.008 -1.545 4.415
Model 9 rK,t+]'rK,ﬁt « 1.30%
(0.668) (0.152) (-0.842) (1.949)
0.005 0.001 -0.162 0.447
Model 10 TR +17TK £t -0.20%
(0.521) (0.024) (-0.254) (0.671)
3.83x10™ 0.022 -3.913 7.269
Model 11 Tser1-Ts it o s 9.41%
(0.079) (0.449) (-3.645) (7.126)
-0.012 0.018 -0.701 1.559
Model 12 Vs i+17Ts f1 s 8.81%
(-1.643) (0.421) (-1.118) (3.694)
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¥ 7. % A BAZEEYY VAR 4 d3
Panel A. VAR &4 A7

Dependent

Variable Const SVRP, SVRP, SVRP,, SVRP,; KVRP, KVRP,, KVRP,, KVRP, 5
SVRP.., 4.72x 10: 0.172 0.1 13*** 0.494*** —0.150*** —0.129*** 0.055 -0. 197** 0.384***
(2.426) (1.260) (2.758) (5.155) (-4.280) (-6.151) (0.876) (-2.512) (3.860)
KVRP.. 3.60X1(3: -0.161 * 0.013 0.385*** —0.056** 0.815*** -0.088 —0.265*** 0.296***
(3.260) (-1.810) (0.286) (3.132) (-2.371) (6.297) (-0.475) (-6.271) (4.094)
Panel B. Granger Causality ¥4}
Null hypothesis F-statistic p-value
SVRP does not Granger Cause KVRP 13.499 0.00
KVRP does not Granger Cause SVRP 23.631 0.00

AE HojFErt dd AE VAR #49 Ass

rSL'

o] ¥+ S&P500 Az mola KOSPI200 Az E|u] oS At 2 Vector Auto—Regression #2412 43
ZF A zte) fo)A S RolFa 9lor, 3id BE “S&P500 FEAFZgn|ejo] KOSPI200 #AFZ#n| ¢S Granger Causedt# gb=tl’'s= A7 3 “KOSPI200 ¥

A v|¢lo] SEP500 $AFTe TS Granger Causedhd Seth's ATAMS F-BARE ol g A4 dvolh. B35 kel ghe ol BN 47140y S

123, Newey—West HAC &&A4F WS AFE-5Fe] AlAbE t—F Aol ) *, =%, wxx = Z}ZF 10%, 5%, 1%2 25T FI49S e,

¥ 8. VIX$} VKOSPI¢] VAR &4 A3
Panel A. VAR 24 23

Dependent Const VIX, VIX, VIX,, VIX, 5 VKOSPI, VKOSPI,, VKOSPI, ., VKOSPI, 5
Variable
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VX 1.120 0.635 0.304 0.168 -0.158 0.057 0.077 -0.200 0.062

(4.368)" (18.015)™" (7.010) (2.132)" (-1.287) (1.196) (1.797) (-2.275)" (0.863)
VKOSPI,, 1.369 0.172 0.002 -0.092 -0.039 0.655 0.246 0.055 -0.049
(5.133)™ (1.521) (0.041) (-1.976)" (-0.466) (8.951)™ (3.338)" (0.980) (-1.052)
Panel B. Granger Causality ¥4
Null hypothesis F-statistic p-value
VIX does not Granger Cause VKOSPI 3.004 0.02
VKOSPI does not Granger Cause VIX 2.087 0.08

o] - S&P500 VIX A5k KOSPIZ200 VKOSPI A5 2 2% Vector Auto—Regression 248 a3 A% Hol=t. 9 AL VAR 249 A5 7
AR FeA S BolFa 9oy, Y B “VIX7ZF VKOSPIE Granger CausestA] @+t 75 7Hd 3% “VKOSPIZF VIXE Granger Causedtd| @&th’'+
M-S F-8A%S ol &8 A4 Aafolty. 235 Qb9 k2 o] EA 3 A3 S 1elsh, Newey—West HAC &4 WS ARESto] ALte t—& A%l

T, o, wxx 1= Z42F 10%, 5%, 1% A5 F24S ekt
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Leading and Following Variance Risk Premiums:

Evidence from S&P500 and KOSPI200 Options

Sun-Joong Yoon,” Jun Sik Kim"™"

Abstract

This study aims to examine the return predictability of variance risk premium, which is defined as
the difference between risk-neutral variance and expected realized variance, on KOSPI 200 index
returns. Although extant literature shows that variance risk premium estimated from U.S. index
options has a predictive power on underlying returns, little study has been conducted in KOSPI 200
index returns. In addition, there is no conclusion for the predictive power of variance risk premium in
other financial markets. In this paper, we can find the predictive power of S&P500 variance risk
premium on KOSPI200 index returns as well as on S&P500 index returns, but cannot find the
predictive power of KOSPI200 variance risk premium on both indices. These results are consistent to
Londono(2012) and Bollerslev et al.(2013). The poor performance of KOSPI200 variance risk
premium is explained by the assumption that U.S. economy is a leader economy, while Korea
economy is a follower economy. To support this conclusion, we conduct Vector Auto-Regression(VAR)
using two variance risk premiums. Two premiums have bi-directional lead-lag relationship but
S&P500 variance risk premium is informationally superior to KOSPI200 variance risk premium

regarding return predictions.
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