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ABSTRACT
This study aims to understand to what extent the historical volatility rate and the GRACH volatility rate can predict the real
volatility rate, and take TEO as research criteria. The result indicates in the TEO, no matter how many days there are in a single
period, the MAE performs the best for the GARCH volatility rate; however in the RMSE test, under the same conditions, the
GARCH volatility rate shows the same result. Moreover, this study again used the binomial tree model analysis with the history
volatility rate and the GARCH volatility rate to test the real volatility rate. The result showed that both prices estimated by the
historical volatility rate and the GARCH volatility rate are considerably close to the real price, whereas when the researcher
applying Bias analysis the deviating from rate analysis, the history volatility performed the best and the error of the real volatility is
close to 0. However, both prices estimated by the history volatility rate and the GARCH volatility rate have high referential value.
By applying graphic analysis, the researcher discovered the historical volatility rate is higher than the real volatility rate, butit’ s
only three to four days faster. The GARCH volatility rate on the other hand, has a lower rate; however it’ s only one or two days
behind. Such information is relatively important to the investors, therefore the researcher suggests the investors take historical
volatility rate as the best policy-making model.
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