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Risk evaluation and management based on high-frequency data and jump variation
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In the literature of risk evaluation and management, we construct an implied jump
risk variable from option prices and applies it to time series models for realized volatility.
Qut-of-sample forecasting evidence suggests that the implied large jump risk variables could be useful in
forecasting a realized volatility during the 2008-09 financial crisis.

Second, we investigate the performance of a conditional hedging model using realized covariance measure
with noisy high-frequency data. The out-of-sample results show that the model overall performs well for a
short hedge in the period without unpredictably large fluctuations in returns such as the Lehman
aftermath and the economic impact of the Great East Japan Earthquake.
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