INTERNATIONAL ISLAMIC UNIVERSITY MALAYSIA

Search Sources Lists  SciVal 2 @ AN

Document details

<Backtoresults | 1 of 1

3] Export ¥, Download (5 Print X E-mail %) Save to PDF jﬁv Add to List  More... >

Full Text View at Publisher

International Journal of Finance and Economics
2020

Predictive power of implied volatility of structured call warrants:
Evidence from Singapore
(5= Article in press 2 )

(Open Access)
Murad Samsudin, N.I1.2, Mohamad, A? , Sifat, .M. &, Hamid, Z.2 o

2Kulliyyah of Economics and Management Sciences, International Islamic University Malaysia, Jalan Gombak, Kuala
Lumpur, Malaysia

bDepartment of Accounting and Finance, School of Business, Monash University Malaysia, Jalan Lagoon Selatan,
Bandar Sunway, Selangor, Malaysia
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This paper examines the information content of implied volatility of structured call warrants inthe
Singapore Stock Exchange. The study is among the first to examine the implied volatility of equity options (
structured call warrants ) outside the United States. Using a daily dataset for 252 trading days between August 1,

2014 and July 31, 2015, we test whether implied volatility is an unbiased estimate of realized volatility (RV). In

other words, we ask whether implied volatility contains information on future RV, and scrutinize the efficiency of
implied volatility and its predictive power compared to historical volatility (HV). Our findings suggest that

although implied volatility does contain some relevant information about future volatility , it remains a biased
forecast of RV. The efficiency of implied volatility is trivial, and its predictive power is not superior to HV. ©

2020 John Wiley & Sons, Ltd.
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