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Abstract  Volatility Index is the index that represents future volatility of underlying asset implied in option
price and expected value of market that measures the possibility of stock price's change expected by investors.
The Korea Exchange announces a volatility Index, VKOSPI, since April, 13, 2009. This paper used daily data
from January, 2002 through December, 2008 and tested power of Volatility index for future returns of portfolios
sorted by size, book-to-market equity and beta. As a result, VKOSPI has the predictive power to future returns
and then VKOSPI may be determinants of returns. Also if beta is included when sorting portfolio, the
predictive power of VKOSPI is stronger for future portfolio returns
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IAARE o] g3t AEFHAA LAFE 23St
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[Table 1] Basic Statistics

e B mEdd A= A=
VKOPSI 26.431 10.266 2.5 11.4
AV 0.000 0.052 1.1 10.3
MKT? 0.000 0.011 -0.3 5.4

SMB?* -0.001 0.006 -1.3 17.8
HML* 0.000 0.004 -0.9 46.1

UMD?* 0.000 0.005 10.4 281.4

& 2= V|YGEet ARIER] o AR Bl 9 W)
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sl ()] BA7L ATk, AV, & Al v, 7F F-9J
(¥ Aol &3t

(& 2] zEER| 09 227U o8
[Table 2] Portfolio returns over 22 trading days

Ti Ti2 T3 Ti21 T122 T123
Hat 0.001 0.001 0.001 0.001 0.000 0.001
STD 0.021 0.012 0.009 0.018 0.011 0.012

211 212 213 221 22 223
Hat 0.000  0.000  0.001 0.000  0.000 0.001
STD 0.015 0.010  0.009 0.017 0.010 0.012
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[Table 3] Univariate regression results

wsg i 12 113 121 T2 123
0121 0090  -0059  -0.100  -0081  -0.061
AV
(127 (16 (l)EE (I3)FE (16)FE (-11)r*
0001 0001 0001 0001 0000  0.001
g
@D @2F 63 @DF  (19) @.1)**
Adi-R> 008 0.15 0.12 0.10 0.15 007
FH2 1481 1481 1481 1481 1481 1481
wg 211 212 213 221 jp27) 223
0077 0060 -0050 -0078  -0063  -0.055
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CI)* (13 (12 (10)FF (13)E (1)
0000 0000 0001 0000 0000  0.001
A
-1.08 (0.6 @O (03) (L6 (@28
Ad-R® 007 0.10 0.09 0.06 0.10 0.06
EHS 1481 1481 1481 1481 1481 1481
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[Table 4] Multivariate regression results
\_—}F T T2 T3 T121 I122 T123
AV 0.015 -0.009 -0.023 0.018 -0.006  -0.027
(1.89)  (2.)* (5.5 Q87 (-1.6)  (-5.1)**
AVZ -0.087 -0.054 -0.075 -0.072  -0.040 -0.079
(-191) (2.D)*  (3.00** (20D)* (2.00* (2.5)*
MKT? 1.138 0.780 0.284 1.168 0.709 0.133
(30.0)%* (37.3)%* (13.5)%* (39)%*  (4L.5)** (5.2)%*
SMB2 -0.840 -0.010 -0.163 -0.503 -0.251 -0.634
(12)%%  (2T)%%  (Ad)Fr (9.3 (B.)FF (-14yr
HML2 1.132 0.362 0.469 -0.322  -0.127 -0.873
(13.9)%% 8.1)** (10.6)** (5.1)** (35)%* (-16)**
UMD 0.094 0.029 -0.015 -0.102  -0.112 0.726
(L.4) (0.8) (-0.4) (-1.86)  (-3.6)** (15.5)**
Al 0.000 0.000 0.001 0.000 0.000 0.001
ST |091) (1.8  (6.)F (130) (1.06)  (4.2)**

Adj-R® |0.63 064 034 066 070 044

FHEL (1481 1481 1481 1481 1481 1481
2~
B

‘ﬂ T211 1212 1213 I221 I222 I223
AV 0.021 -0.006  -0.029  0.028 -0.006  -0.039
(3.6)** (-1.4) (-7.00**  (4.1)** (-1.35) (-6.6)**
AVZ -0.085 -0.043 -0.063 -0.098 -0.061 -0.057
(2.6)*  (-1.7)  (2.6)% (2.5)* (2.22)* (-1.64)
MKT 1.092 0.636 0.282 1.241 0.638 0.323
(39.5)¥* (30.5)** (13.6)** (37.4)** (27.8)** (11.2)**
SMB2 0.620 0.468 0.524 0.768 0.337 0.791
(12.4)** (12.4)** (14.1)** (12.8)** (8.2)** (15.1)**
HMILZ 0.664 0.434 0.578 -0.388  -0.054  -0.594
(11.2)** (9.7)**  (13.1)** (-5.5)** (-1.10) (-9.6)**
UMD® 0.203 0.137 0.172 0.037 0.010 0.062
@0)**  (3.6)** (@A.6)** (0.61) (0.23) (1.17)
Ao 0.001 0.000 0.001 0.000 -0.000  0.002
e (2.2)* (0.06) (4.9**  (1.38) (-0.84) (5.9)**

Adj-R® |0.58 047 029 053 042 026

FHS (1481 1481 1481 1481 1481 1481

* : significant at 5% level; ** : significant at 1% level
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