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Abstract

The Heston model is the one of popular models for pricing options value since it can correct some
problem of the Black-Scholes model. Moreover, it also proved the closed-form for pricing options value
under the risk neutral world or Q-measure. However, the parameters of the Heston model are not easy to
find them. Hence, there are studies in this problem. In this paper, we will introduce the maximum likelihood
estimation of Ait-Sahalia (2008) to seek these parameters which are under [P-measure, then we change the
measure to ()-measure by theorem of Wiwattanalamphong et. al. (2020). In the empirical results, we show
the testing the estimating method and comparing the options between the theoritical value of Heston

model and the market value.
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wuUs1aes Stochastic Volatility Model (SV Model) iunuusaesiifuualimnufuniuvesduning
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nsfnfidunuitdeauufsiureauusians Black-Scholes (1993) Gﬁaﬁlﬁgﬂﬁm (Wiggins, 1987) Tae) Heston
(1993) fauuuudians SV model uazlddafigaignsuuulnvessinesudunvuglsvegluguvesilsidy

Fnwaizianig (Charateristic Function) Taginualiauduniudulusiuwuusiassves Cox et al. (1985)
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N30UUUT1899 Cox-Ingersoll-Ross (CIR) Ta8dl Wiener Process ‘Uaﬂﬁ‘u‘m%‘wETéjwﬁﬁLLazmﬁmLﬂi‘Ui’Juu?u
fanudiustu mamamsiinesvesnuudiassiudmiunuudiass Black-Scholes Suisianunsavinldosng
Semeldinagldanuduniuainedna (Historical Volatility) Seanuduniulaeie (Implied Volatility) 1Judu
uALUUFIa8e Heston Huifisnisadadmisnfimesoonu1ainuateguuuy ogragu Bakshi et al. (1997) fiartn
AmnsdwesesnunainyadteeUtulunainvieazldisnisussunaniizunzlugega (Maximum Likelihood
Estimation; MLE) 8¢1an15fn®1ve4 Ait-Sahalia & Kimmel (2007) iJusiu nsUszanaamsfineivnfiarsan
uEreziunfnegassuuifniuie mnisatarmnniinesansmestiulunaalnensemnsifinesusaz i
§azegnsliiuees Q uiolanilfunansdenusonnudes (Risk-neutral World) fstuisnaganunsaiin
msdmefmaniluldlunsdunuyadessudulfias uagdnuundndemnisudeisaiuanseglunaindudy
aitlsilsnafidunaisionrudsadusatateyaanmmiasyiilinsfmosusassainldazegmeld
wiwed P wislana3a (Real World) 1sn3ssidudosudasamisfimefinarilluguires Q idereuuddeily

AwngarteeUduld (Wiwattanalamphong et al., 2020)

nsfnwiadsiisadlifimsussnunniivesinlddeyadail s&p 500 Freguuimtes P wdiuvas
mfiwoimantulufuumed Q udwsufiugarieauduvesivd S&P 500 iadsuifivuanuutugilunis
UszLilugaroaudurenuudnaes Heston lngisnazdszendlinguinisussinumisifiwesvesdnilatu 1nes
MLE 94 Alt-Sahalia (2008) lunsmdmsiiwesvesuuusiassuuiized P 9induutasdmisfinesluss
wiyas Q Inengulves Wiwattanalamphong et. al. (2020) Inguudnaad Heston ﬁaﬁmssﬁaaﬂaﬁﬂﬁ;mﬁwaﬂ
9ndil S&P 500 WuReA1muduRIUT T REenldRuny (Proxy) 289rI R URINTEIYE S&P 500 2 6 fi

Integrated Volatility azgwil VIX
WUIRALAZNG B

KUUIIABY Heston

Heston (1973) la@nwuudiass SV Model 1394 A Closed-Form Solution for Options with Stochastic
Volatility with Applications to Bond and Currency Options IagAMMual#sIAIvasdunsngs1sde i 1ian 1 waz
anuulsUsmwesnanduluaunszuiunsanindu (Diffusion) 1ned Wfft A Wﬁfl \Ju P-Standard Wiener

Process Ul F Wen 0 <s <t oall

2 P
T N e M
t K(Y - vt) 0 Gﬁ Wz’t

d@ 93U k > 0 Ao The Mean Reversion Speed for the Volatility, ¥ > 0 fie The Mean Reversion Level for the
Volatility, 6 > 0 A The Volatility of the Volatility p € |—1,1] fe Arduuss@nsanduiusszning Wiener

Process U993 1AMLAYAUAUNIY Wag 2Ky > 62 f9 Feller’s Condition (Feller, 1951)
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31N Heston (1993) lawgadgnslusuilandudnvazianizudsivseyndldnisudasnisesues

v
v v a

Carr & Madan (1999) lnefl @ € R #e Dampening Parameter a¢lagnsUsviiuyarinoasoudusiail

e—ak

2
e py(v = (a + i)
a’+a—v2+iQRa+ 1)

+o0 ) e—ak +00 _
Cr(k) = J e "oy (Mdy = He J e My (Mdy 2

7 0

waz ¢y Aoilandudnuuzianizdawuudiass Heston (1993)

Tneft e (v) =

NMsuUaNYEsIATIIAAAIAYEIANAEE

nsiisnuuiiassumiwes P ogrsaunisd 1 leasdenilulilunmsusyifiugarasaseyitusvie
aansiafidodldndnns Risk-Neutral Pricing Sunendamanimensitunieimnssumansduaginisulas
wwuaestuludsigimmuanduiidunasierudsmieiisnidoninures Q lagld Girsanov’s Theorem

Faldilandunilanisonin Adapted Process [uilandudsntunuuiiansnielawives P luduuwes Q lnadns

o

AauauURnLdY Standard Wiener Process uaz Martingale 139e Tnglunianisiuilsidudsiufinaniisndn

fuluTosimmainueannUdss (Market Price of Risk) 1nS1¥azlukuuinaad Heston @9iinisiadaoui luaoada

1Y

AIUATUADTIAYBIAUNINEUAZANUAUNIN ATUTETIAINAIAYRIANIILEET 2 613 A SIAMNAIATBIAINILEEIDS
(

o

AUN3NE (Market Price of Asset Risk) Waz51A1MA1AVEIANLEEBIAUAUNIY (Market Price of Volatility Risk)

v
o A

FarmnainvesnudssisaesarfenluluauiEeuluniu Wiwattanalamphong et. al. (2020) fsil

/ 2 H—=r
1 —p ll,l‘ +p12,l‘ = \/7 3
t

lef 4, , fie 59AM981AV8IANULEEUDIFUNINEG WAz 1, , TIAINAIAVBIAINUEEIVBIAIUR NI

1% 13 A - = a
Heston (1993) lannuadlandu 4, , = —\/7, Taefl A AoseiuAIuLE91909AUAUNIY (Degree of
’ o

Volatility Risk) #az21n31ufne1989 Wiwattanalamphong et. al. (2020) vinl#lsmsivansain 4 = npo

meldanuRgiumuilandy lso-elastic Utility Function Tnedi 7 > 0 Aeszdunisvdnuiianudevesinasuly

v K 14
na19 (Degree of Risk Aversion of Market’s Investor) wagn1n p <0 uar 0 <n < ——uwazanr p >0
po

w17 azlsdfivaulunuu (Upper Bound) fsuaunisi 1 iloudasuuudnaeswndiuwes Q udiazla

/ 2 Q
S, rsS, (I =pv,S, p\/VtSt Wi,
AN N d| v 4
1 Ky —v w
14 t 0 aﬁ 21
S ’ Ky
e k' =k +npo >0uagy =—— >0
K +npo

nsUsziiunmesuiutuinlzdesiddiinsiieguesuudtaenglilaniunmnanudsmsemives

Q mnsasuuItaeud@daeniluaveguuges P udulasuuudiaecduduuges Q lildvseideon

'
oA

lardulunsudassndadentdnsdwesilimuzauudiyanesutuimlizluyanfidmaliine1sdnse
(Arbitrage) (Wong & Heyde, 2006; Wiwattanalamphong et al., 2020)
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3%'msﬂszmmm’amiwzLflugdqw (Maximum Likelihood Estimation; MLE)
nsUsvanaAsfinesretnuusasdlauaainge3s MLE dudunildudtildsuanuienlunis
Ul uuddmduursuusiaesiuslinsuileiduanumuiuiureswesirazidu (Probability Density
Function) wiedlari#u Likelihood ¥ilnsuszanmemsfimesdieds MLE Suflennugsenndudou Sanufinm
94 Ait-Sahalia (2008) lifigaviansuuulnvesileddu Log-likelihood I1uuudiass Heston iudnTduitangy
1ailA (Ait-Sahalia & Kimmel, 2007) @un1s Log-likelihood ‘uaﬁv\h’?h‘i'fuﬁamgﬂhﬂﬁﬁa
(J-1.—D J k
Cy A(xlxo) 4 §C§jk,k)(x|x0)% 5

lgfl m FeduiuiiAvesdiniatu A fesverinsveiiaivedeyausiaysn C)((k] fnAn

I [x: A) = — = In@7zA) — D, (x) +
X 0 - 2 v

o

11U5£AN5NNITWAANNT

o .

Kolmogorov C)((J"’k’ ABANFUUTEAVETIUSEUNAPIBOUNTY Hermite 50URA X, NOUAY j, = 2(J — k) dmiu
1 -=4' R a o 4 v
k=-10,..,Juag D, = 5 In(Det[v(x)]) Ina®l v(x) = ()’ (x) FBa1snrArdudsz@nsglaain

A4 Ait-Sahalia (2008) Insarufnuiiilsialdnisnszaresusui J = 2
ASn15AHiuNISIY

Hoyaililunsinun

nsfnwiusRginsUssnasmnnivesteauuiiassvesisassuuuiiandasis MLE vaq
Ait-Sahalia tietlUTeuiiisuusyansnmveslunisussifiuyadieeuduvesivd S&p 500 dmsuuvuiiass
Black-Scholes 51ld%ayanvil S&P 500 $1e3u Tuiaian 24 ey 2552 s 24 G 2562 duluUdnges
Heston ilddeyadviise furuiisriuusmmmuiunusideninassisae Integrated Volatility Fslidesasivd
s&P 500 Turrsnandsafuusiidudeyassuiudiadnoenuniudeyamanuiumiuneiu uasdndununiade
Tl vix Sadusunuesmnuduruvesiail S&P 500 wianis duteyaseutuisldidenseudunuuglsves
sl S&P 500 181U 2,350 § veeTull 28 Wwweu we. 2563 uwiaduneaseutusiuau 1,111 & uaznneey
FUINUIUY 1,239 67 LLas’luﬁi’wmuaaﬂﬁﬁuﬁ%wﬂﬁawmmLLU'dmumEjLﬁ 6 ¥39AD 30, 60, 90, 120, 150, way 240 Tu
Tnensnarldsnanenide U.S. Teasury Rate flongaanndosiuotguatontiuusiaztronglnetndnsengeausuln
flsifsnrnondefinsstumazlisnnaendetisiionnit wuestiueny 120 fusAldaenidueny 6 weu nie
pouUdueny 240 Yuisfldnendeey 12 Wewdusu Tnslddnanenidedsd 0.10% 0.119% 0.12% 0.12%

wag 0.17% muauetyveteaydu LsuUsivesseudunuaniugyeseautu (Moneyness) lUdn 5 Hilagld

a [

v 1 N ¥ U U dgl o U U S 4 VU 1
PRINEIUVDITIANIUAUNUTIANLTENT AT d1n5uneasaUduy EO ftioenin 0.94 1Ju Deep-Out-the-Money

(DOTM) §10g521i19 0.94 urtiaenin 0.97 L¥u Out-the-Money (OTM) d10g521i19 0.97 uitoania 1.03

\Uu At-the-Money (ATM) §10g55n313 1.03 usitfesndn 1.06 18U In-the-Money (ITM) waziannndn 1.06 1Ju

k4 ! a L Y v ! K
Deep-In-the-Money (DITM) dwfunnesutuldinasilunisudauuiieafuuslidnsdiu 5
0

Integrated Volatility
NMIMAIANUAURIUIAEH1UNI9I1AUlAgASITLS8NT Integrated Volatility 18410 v, Aer1AIwR

HIUVDITIANUBEINGANTTULUUALALARAN L5198 AIYBIANANNEUNILE 8 1381 1 199 TRgNIUNTEUIUNITNTS

Vol. 6 No. 4 (October — December 2020) EEcH Yk




o

6 RITUT 4 (FANAN — FuaAN 2563)

=h.

o = = L = 1 A
’J'Iiﬂ”li‘iJi‘Vi”liﬁq%‘ﬂ’Q HW1IneIae L‘lﬁ’:lﬁ?‘l’iﬂ 1l

Uszanaanannsnsesteya (Filtering) vassiawulussdusznaugoslumann (Market Microstructure) Gandnnns
Tuns¥afiinaglditalaunainduiinda (Stochastic Integral) FagnAtuiulnenas L& dosvoINaNoULTLTES
iﬂmﬁmwvmmﬁqu‘i (High-Frequency Stock Retum) uutiaaan |1, £, ;] 31n¥eyaseninedu (Intraday Data)
veivii113sm Realized Volatility taefviualyi i = {0,1,...,m} nedi m € Z* ﬁaaﬁ”]mui’u‘uaaﬂﬁagaé’mﬁﬁ

roasldaninAianuiurukasTi n, Suuuniluwias Tuniinisteuedviueg

nj

2

Vit = 2 lp’”n% —Py (k;il)l 6
k=1

lae?l p, = In S, (Barndorff-Nielen & Shephard, 2001b)

NANTSAN®I N159NUTIUNANITANYILAZ D LEAUDLUS

NaN15UsZIUANI TN Y UUUTIRBY Heston

nansUsEINAAMEnesUeuuUTIaed Heston mumed 1 15ildmsfimedunassyn Tnsyaunn
Ifnnmsafaaieufumuanded &P 500 sreuriidendudl 24 Asneu 2552 feTudl 24 Aneu 2562
oonuniudeyanuiusnusiefuldswauiomn 2,516 furndoyaduifomn 2,517 fu i deyadianm

v A o a

Aunausefunlamndugiudui s&P 500 s1eiu 2,516 Juiietdeyaluadadimsinesvesuuinastiieis

U A

MLE wagdayan1siiiinasyaniaeasilddoyaduil S&P 500 s1efuaiuavil VIX 91u3u 2,517 Tulunisada

9 Y Y

Amsfweslasdeyaisaoaandtilunsadl 3 ndsnisldnaine sdmunuusiass Heston Asuudausf
agAmnsfnesivadluvssduesuduudnounintunasdesuvasimininmes « wag 7 TWguies Q
Wdunauniuvnguluas Wiwattanalamphong et. al. (2020) Tagdinuald 7 = 13513zld ' = 21.8608
wag ¥ = 0.1203 @3 Integrated Volatility uagdmsuaadl VIX 151agla k' = 25.0056 waz ' = 0.0.474
Tnelvt r udrdnmenide U.S. Teasury Rate nuenguaseaudu ndrntusussdiuyaniooududieisnsg
uwUasiFesmaisues Carr & Madan (1999) udauUisuiileutssavsamanmsdssanaildvadnsdmiuaoauay

W1 UTUAIUATIN 2

1379 1 Amnsdinesveauuuiiaes Heston PinmsUsznameiinviiasdugegnues Ait-Sahalia (2008)
Inglddwil S&P 500 A Integrated Volatility (IV) uagawil S&P 500 dffudvil VIX

Parameter \Y VIX Index
U 0.1266 -0.2328
Ky 2.6294 1.1852
K 22.1004 25.9466
o 1.5193 1.1756
p -0.1577 -0.8004

M13199 2 15ldUSeuliisuseninamsussidiuyarineaseutulaguuuinass Heston lngldduil S&p
500 gfiu Integrated Volatility waz@¥il VIX 9¢19u31 Integrated Volatility Tuga9 DOTM 1iuil MPE fideudnaas

lngiadsudinisusziiureassudulutnildiiniyaaasdunaiaudnseiudunisldaui vix aldan MPE Wuuan
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Tasnnsuszifiuganeassufureanuuiiass Heston Mfluulilirianarndesiignfotas ATM msnglaidne
RMSE finntnsengvesnaasaufuaziudadaiiar MPE fididelasianzyianeassuduiiony 30 Yu lusiues
Feafunnsneit 2 IdlvnanisvadevvesmmesUdunuuiienfuaeasatfursifiuinlutag DITM dufidr RVMSE
flgsningasdu q mnemuhnsUssiiugarmmesudulutistiussavinwlidesfiin wufefuiuaesssydu

WuUaes Heston duwwnliulieianaialunisuszidiuyadnnesudutiosignaatie ATM

A5197 2 Ua:ﬁwﬁ'mwm’miuﬁugaﬁmamm:v!waaunﬁuimn'l-ﬁmﬂﬁLmai’ﬁlﬁmﬂfi'fwﬁ S&P 500 gifiu Integrated Volatility (IV) wagéwnil S&P 500 giffudsil vix

Time to Maturity (Days)

30 60 90 120 150 240
Moneyness

Call Put Call Put Call Put Call Put Call Put Call Put

v VIX [\ VIX v VIX \% VIX 1\ VIX \% VIX v VIX 1% VIX v VIX 1% VIX v VIX 1% VIX

RMSE| 997 | 358 | 966 | 1283 (1938 | 825 | 2871 |39.06 | 33.21 [ 16.45 | 49.21 | 67.35 | 56.47 | 19.87 | 51.68 |131.64| 54.10 | 15.60 |109.61( 8183 | 79.04 | 16.08 | 50.76 8756

DOTM  ppe

o6 82.22 | 76.60 | 85.34 [364.30] 79.01 | 68.55 | 84.86 131.22 59.43 | 62.75 | 83.39 [1331.04 21.65 | 64.59 | 84.75 -631.03| 37.09 | 57.31 [ B2.73 |799.16 19.93 | 18.62 82.01
%) | 306.92

RMSE| 1458 | 13.15| 1761 | 29.75 [ 23.65 | 26.07 | 3888 | 69.11 | 31.02 [ 40.54 | 38.86 | 83.91 | 86.71 | 42.46 | 56.02 |106.61| 59.42 | 33.40 | 60.72 [129.68| 72.77 | 4533 | 18.89 86.54

OTM  pE

% -51.20 | 38.43 | 16.96 | 43.81 (-33.86 | 38.20 | 18.62 | 50.98 |-31.28 | 35.94 | 14.36 | 49.85 [174.90/-39.91 | 10.46 | 48.02 |-43.37 | 23.10 | 17.87 | 52.67 (-39.16| 20.28 | -7.87 37.71
%

RMSE| 961 |2692|5745|638% (1314|3996 | 2859 | 5933 | 39.60 [ 50.92 |124.62|154.05( 39.36 | 53.65 | 94.58 |147.14| 55.99 | 4271 | 32.76 [105.91| 55.63 | 59.24 | 84.10 156.18

ATM  wpE

o8 -1.01 | 26.40 | -A458 | 21.38 [ -6.92 | 27.74 | 258 |32.91 |-2336(17.94 | 2.90 | 3548 [-17.83| 23.61 | 11.17 [ 41.95 |-29.31| 17.72 | 5.88 | 39.75 [-21.87| 23.03 | 0.62 36.91
%,

RMSE| 18.15 | 27.38 | 90.82 (106.20| 24.35 | 37.67 |144.85|173.40|109.70| 77.37 |196.84|237.13( 97.72 | 58.93 |177.42(240.42| 61.86 | 31.00 | 41.95 |109.07(120.20| 46.72 | 54.99 82.44

ITM  pe
079 [ 466 | 611 |13.25(-201 | 556 | 535 1599 |-51.00(-31.20| 0.46 | 14.52 |-23.47| -7.30 | 13.79 | 26.01 [-14.74| 4.63 | 0.5 | 7.7

3

-20.00| -2.11 | -8.77 11.27
(%)

RMSE| 166.08 |165.41|186.97(189.93|183.23(180.07|266.75|277.73|246.88|236.69 | 240.58(245.71(224.97|205.32|263.62(317.91|179.78|165.33| 241.33| 259.66 | 258.08| 238.13 | 273.35 33041

DITM  ppE

o5 -2781 |-26.62|-2259|-18.82(-33.28|-29.16 |-17.64 |-11.08|-73.25 [-64.36 | -45.69|-31 78 |-83.11 | -69.31 | 27.56 | 40.35 (-29.97|-2009 | 258 [ 1431 |-42.67 |-3157| 1273 2058
%

nsenuTMeHan1sAnwuasdalauauuL

m9isuilaldesdanuiusgsesamnannaiifores Wiwattanalamphong et al. (2020) #ldldmnusma
numandamaniuaznisiunsosenuuudiians Heston MhlsladiindidenvesiladduiinBenitnaves
arudsstiuiiviimegidlsuaslignslunsdunmen 2 ffleuieidostussdunimanuiarudemesinamu
anuaflegludunindduiiefiosusumisfimesveauuudiass Heston Wgwes Q@ Faneliunwesiisay
annsaAuINyar10eUtuUnIuKUUIIa0Y Heston migilandudnumuzianizuazisves Cam & Madan (1999)

wiofilsnseninFBulaaisesediuda andusildnguijves Ait-Sahalia (2008) Tun1sussanadnsiimesves

v
v

LUUD1ABY FI0819N1SNAABUYDINISANYNIIUASINADERUTUUUAYHN S&P 500 Liiaaa1nluwuud1and Heston
1519zas1efunuAuiurIuTuddndudedddoyaiifiniiuiigs (Hish-Fregeuncy Data) 518wl waz

= P

Wiguwsuriuaed VIX dilAslansinesvediuuinass Heston 11 2 4n fie wisfiwesandeyadeil S&P 500
AU Integrated Volatility wagdiail S&P 500 griusuil VX ileldwnsifimesuismimnsdimesluuiulimnmsdines
ogneldiumed Q udnhluvssiuyamesuiuiineanasnnesuiuuduuisuifioufunaiootsuaidlunaia
nsfnwilédeazuiuuudians Heston annsaUssifiuyarneanaswoatduldflugae ATM msdnwiadsid
Fodrdmietuiuusaseaunsudnuiaudssdidmudlidu 1 ¢ = ) mnsaansamefiuiaswesus

Lo & | 1 v a 1Y) ady va ' = g &
u\lﬂuuaqﬂzﬂgaqNﬂlﬁlﬁ'ﬂ@ﬂqiﬂigLNU?WQW@@U%‘U‘WWQWQ‘H{]mﬂaLﬂﬂﬂﬂquaﬂqiﬂﬂi‘fﬂﬂiqu
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