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Abstract
In order to evaluate the price of TAIEX options (TXO) accurately, this study applied

Historical Volatility model, GARCH Model, Volatility Index (VIX) and Implied Volatility
Functions (IVF) to estimate the volatility of option. Moreover, the estimated prices of
volatility were inputted into BS model to calculate the theoretical prices, than we could find
out the most appropriate model to estimate the volatility through comparing inaccuracy
between theoretical prices and realized option prices.

The study shows that no single model can be suited to all deal scenarios of TXO. The
investors should choose suitable models according to their needs, and they can acquire the
most accurate prices. Classified by the differentials between moneyness and maturity date,
and analyzing the inaccuracy of the price, it’s the most accurate to adopt GARCH(1,1) model
to estimate the volatility in the portion of the call. It’s most efficient to choose the evaluation
of IVF model in the portion of the put. In addition, no matter what evaluated model, the
theoretical prices what you evaluate will diverge from realized prices if only the days which is

away from maturity date is longer. In other words, the inaccuracy of the price is more.
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