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Nonparametric Estimation for Spot Volatility of Asset Price Using Bipower Variations

SHEN Gen-xiang'**

(1. School of Econmics,Shanghai University of Finance and Economics.Shanghai 200433, China;
2. Key Laboratory of Mathematical Ecnomics(SUFE) , Ministry of Education,Shanghai 200433, China)

Abstract: The threshold jump-annihilating method to estimate spot volatility of jump-diffusion asset price

processes can miss the small jumps and bring about upward bias[ Corsi & Reno, JoE 2010 . In this paper,

a new spot volatility estimator of asset prices is proposed based on bipower variation that reduces signifi-

cantly finite-sample upward bias from jump-filtering-missing. The consistency and asymptotic normality is

established. An extensive Monte Carlo simulation shows that the estimator in the paper outperforms the

others in literature. The empirical study using Kupiec test based on sample from CSI300 shows that our

spot volatility estimator can capture the feather of market risk more accurately.

Key words: Spot Volatility; Poisson Jumps; Bipower Variation; Kernel Smoothing



