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4.2.2$Implied$Volatility$Fitting$Comparison$

+ From+the+above+comparison,+two&factor+SVM+shows+the+relatively+ lowest+total+
MSE.+ + Here+we+show+the+comparison+results+of+the+fitting+on+2013/1/4+in+figure+4.2.+ +
Each+figure+represents+different+time+to+maturity.+Here the blue points represent the 
true implied volatilities, the green ones the implied volatilities calculated based on the 
single-factor model, and the red ones show the implied volatilities from using 
two-factor model.  From the fitting figure, we can also see that two-factor model fits 
better than single-factor one.+

+
Figure+4.1+The fitting of implied volatility curves+ +

+

4.2.3$Parameters$Consistency$Comparison$

The+ following+ two+ figures,+ figure+4.2+ and+4.3+ include+ the+ confident+ interval+ of+
parameters+ (!∗,!∗)+ estimated+under+hybrid+model+ and+exp&OU+model+ in+ different+
maturities.+ + The+blue+lines+represent+the+OU+model+and+the+red+lines+represent+the+
hybrid+model.+From+the+figures,+it+is+worth+noting+that+the+estimated+parameters+of+
the+hybrid+model+perform+more+stable+crossing+in+time+of+different+maturities+than+
those+of+the+stochastic+volatility+model.+We+believe+the+hybrid+model+may+stabilize+
the+parameters+under+risk&neutral+probability+measure.+
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