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Investor Sentiment, Liquidity Constraints and Option

Implied Volatility Spread

Abstract: This paper uses the SSE 50 ETF option data to calculate the implied
volatility spread of different maturities and strike prices, and uses the future basis,
option volume and PCR as proxy for investor sentiment, absolute liquidity and
relative liquidity respectively. The results show that investor sentiment is the most
important proxy in explaining implied volatility spread. Options with shorter time to
maturity and smaller strike price are more sensitive to sentiment. In time series
regression, option volume and PCR can only explain part of implied volatility spread.
Moreover, this relationship extremely depends on investor sentiment. Then, PCR can
explain implied volatility spread in cross-section dimension. In the end, by carrying
out multiple regression, we find that implied volatility spread and the excess return of
spot and futures have significant positive correlation.
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bR s % w2 (implied volatility spread, IVS) & ¥ A2 el 4 HHRR FAT AU
& AH 5] B BB B B IR B3 S e sh R 2 22, Bl Spread = o — o™ o 1R
BIKEEFAT A BB OLT, MENRSBNFENZEE. B EXATUE
t, RSB mE N IE, ERE BIHBUEX BB Al Tt 8O Ak
Mo WERE IR RIRS & i sh 2 B s T B IR, 538 7T LU PCP 4
A EINE ) BB, B SRR R 2
1RGN T A EFRIR AR AAT BN A% B 25 i sh 2 fm Z I R P S it R
1 °[15: MWIERE, 46K 2 BUNRES S 8) W 25 8 1EE, XKW S0ETF
BT B BRI 4 SN TR IKIE % . E—2Hh: £ H &4, TR/
(RSB B2 i sh 238 I 22 IEAE S A I S, AT B A R IR SIAN 8 3 B B 22 22 A7
x1 BEEIRRERBRES T

AR ¥IE FrifE 22 25% 50% 75%
TR 1 FIRBIR 1

ITRUHE 1 0.0226 0.0614 -0.0181 0.0044 0.0418
TR HE 2 0.0050 0.0254 -0.0116 0.0021 0.0181
ITRUNHE 3 -0.0019 0.0573 -0.0221 0.0037 0.0295
T 2: FIRBIK 2

ITRUHE 1 0.0055 0.0402 -0.0213 -0.0027 0.0196
TR HE 2 0.0041 0.0264 -0.0155 0.0019 0.0212
ITRUNHE 3 0.0033 0.0366 -0.0187 0.0015 0.0284
T3 3: FIRWIR 3

ITRUHE 1 0.0032 0.0397 -0.0270 -0.0019 0.0213
TR HE 2 0.0044 0.0299 -0.0201 0.0023 0.0255
ITRUNHE 3 0.0035 0.0343 -0.0233 0.0023 0.0304
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HIE& 2 MRS R 15 26—, EAFFRIRAMEERE E, REHE
SRR S B sh R 2= 2 [0 R R+ 3, 3= R HONIE, ETF #F%
ARBONG IXRY, ABBH NS, T AR I, R BRI
oy BB RENF KR LT, & SEEREEE R mERN; Zlintsa 50
I, BULE T AL 5 i R A TR K, (RN BRI 32 5 BN B 5 3l
FANXRS I, EBS BB R AR ] o

S FEFRIRWIR B, ATBU BN IR BRI R SR
X BB 1 48 AR B O BURR . XA D, AT BUORS B8/IN R DX ARt B R A R ik
SR A B TR IIAL, AHRE TR ORI SE A IR, #5098 2 4 58 I i 7 A% SEAIR
(5 I JAE B0 1 B4 ) R A AT o (R B A A R A R B e s R — R T
BRI S B R, AT B AR BN R AR R BRI fE S W 58 5 R 22 11
Bz

x2 REEIFRRESEZ/ETF BeFEHEAER
TR1: FRHR1
SE TR 1 TR 2 TR 3
rRitl| AL 2 A 3 AL 4 iR 5 1A 6
Const -0.0090 -0.1150  0.1168***  0.1007*  0.1560* 0.1543
(0.1615)  (0.2004)  (0.0441)  (0.0584)  (0.0783)  (0.1028)
B 0.0038*** 0.0017*** 0.0023***
(0.0007) (0.0002) (0.0003)
0 -0.0110*** -0.0036*** -0.0030*
(0.0041) (0.0012) (0.0017)
Adj R-squared 0.1657 0.0623 0.2630 0.0613 0.2253 0.0294
FR2: FIKHM 2
Variablos TR 1 TR S 2 TR 3
PR | A 2 A 3 A 4 A 5 A 6
Const -0.0095 -0.1505 0.0975™  0.0721™**  0.0934™ 0.0737
(0.1215)  (0.1463)  (0.0399)  (0.0548)  (0.0451)  (0.0629)
- 0.0026*** 0.0017*** 0.0018"**
(0.0005) (0.0002) (0.0002)
- -0.0107"* -0.0041*** -0.0037**
(0.0024) (0.0012) (0.0012)
Adj R-squared 0.2198 0.0991 0.3941 0.0970 0.3946 0.0931
TR 3: FKHMR3
Variablos TR 1 TR S 2 TR 3
A | A 2 A 3 A 4 A 5 T 6
Const 0.1971* 0.0743 0.1697°*  0.1246™  0.1456™  0.1016"
(0.0917)  (0.1107)  (0.0424)  (0.0578)  (0.0405)  (0.0555)
B 0.0026*** 0.0018*** 0.0017***
(0.0004) (0.0002) (0.0002)
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0 -0.0101" -0.0054™* -0.0052°%
(0.0019) (0.0012) (0.0012)

Adj R-squared  0.3050 0.1268 0.4173 0.1769 0.4268 0.1756
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R 30T NI AR IR R ACHIIRL . R — 73R, BT R AN B, ROWIBGE R 0 =28, HIATHL
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K% AR N ETF - F- R (TO) , A ERIRIE RZE00] I RAER 1 1R 2. 155 BRETARRIRHER,
sk kxR R R BB 1% S%H 10%/K°F T 3.
B KIH: Wind
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BLZ AR b HE 06 T I GTANI B (0 AR A 2 3, (%0 U5 15 Jm 822t — 2B I
W7,

T, iR

EIRSHERT USSR, BB 16 G A R RS A R I 22 I i E B R
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