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A study on the volatility dynamics and trading system structural changes using high
frequency data.

Ishihara, Tsunehiro
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The daily volatility is used as an indicator of the magnitude of the daily price
change of stock return, and as a scale of market risk. We extend the stochastic volatility model to study
the relation between the daily volatility dynamics and the trading system changes. We incorporated
realized volatility, which is the estimator calculated using intradaily high frequency data.

We pro?ose a method to decompose return dynamics into several components using several different realized
volatility measurements. In the Japanese dataset, we cannot find the drastic change in the level of the
daily volatility between before and after a high-frequency trading system introduction.
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