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Overview
What is new?

Future work

Building upon Nelson-Siegel (1987) yield curve model, Diebold-Li
(2003) proposed a three-factor model with the advantange that
the factor parameters have a nice economic interpretion: level,
slope and curvature.

The latter approach, at least since Cont and da Fonseca (2002),
has been extended to the modelling of implied volatility smile.
Why is it interesting to model implied volatility?Because it
contains all the information of market option prices, and implicity
incorporates a view of future risk.

Gerardo Hernández del Valle Discussion: The Smart Vega



Overview
What is new?

Future work

Building upon Nelson-Siegel (1987) yield curve model, Diebold-Li
(2003) proposed a three-factor model with the advantange that
the factor parameters have a nice economic interpretion: level,
slope and curvature.
The latter approach, at least since Cont and da Fonseca (2002),
has been extended to the modelling of implied volatility smile.

Why is it interesting to model implied volatility?Because it
contains all the information of market option prices, and implicity
incorporates a view of future risk.

Gerardo Hernández del Valle Discussion: The Smart Vega



Overview
What is new?

Future work

Building upon Nelson-Siegel (1987) yield curve model, Diebold-Li
(2003) proposed a three-factor model with the advantange that
the factor parameters have a nice economic interpretion: level,
slope and curvature.
The latter approach, at least since Cont and da Fonseca (2002),
has been extended to the modelling of implied volatility smile.
Why is it interesting to model implied volatility?

Because it
contains all the information of market option prices, and implicity
incorporates a view of future risk.

Gerardo Hernández del Valle Discussion: The Smart Vega



Overview
What is new?

Future work

Building upon Nelson-Siegel (1987) yield curve model, Diebold-Li
(2003) proposed a three-factor model with the advantange that
the factor parameters have a nice economic interpretion: level,
slope and curvature.
The latter approach, at least since Cont and da Fonseca (2002),
has been extended to the modelling of implied volatility smile.
Why is it interesting to model implied volatility?Because it
contains all the information of market option prices, and implicity
incorporates a view of future risk.

Gerardo Hernández del Valle Discussion: The Smart Vega



Overview
What is new?

Future work

The author builds upon previews work by Zhang-Xiang (2008) and
Martin (2013) to derive analytically an explicit representation of
the implied volatility smile function, expressed as a combination of
treadable time-varying risk premiums reflected in the higher-order
risk-neutral moments.

On the one hand the model seems to provide evidence that the
volatility smile of VIX options, when compared with SPX options,
is mostly driven by the higher-order risk factors [see Volker (2014)
and Branger et al. (2015)]. On the other, it extends upon work of
Schneider and Trojani (2015) which is related to swap trading
strategies in incomplete markets.
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Future work

I A deeper description of option strategies.

I The statistical analysis.
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