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PROGRAM

CONFERENCE DAY 1 - December 4, 2020

Online Venue: VooV Meeting (International) / Tencent meeting (China)

Beijing Time

Content

Venue

14:30-14:45

Welcome Video

14:45-15:00

Opening & Welcome Speech

Conference ID：713 980 077
Live Video: https://meeting.tencent.com/l/xEnzc2NluJrA

Parallel Session 1 - Energy(A)
Session Chair: Jianwu Lin

Conference ID：713 980 077
Live Video: https://meeting.tencent.com/l/xEnzc2NluJrA

Parallel Session 2 - Commodity(A)
Session Chair: Qi Xu

Conference ID：460 584 060
Live Video: https://meeting.tencent.com/l/BXftTgNRXcg1

Parallel Session 3 - Volatility & Options(A)
Session Chair: Xinfeng Ruan

Conference ID：961 137 323
Live Video: https://meeting.tencent.com/l/lCFRKTu9c7TQ

Parallel Session 4 - Fintech & Quant(A)
Session Chair: Ping Li

Conference ID：196 161 302
Live Video: https://meeting.tencent.com/l/HEOwt4J53Nuw

15:00-16:40

16:40-17:00

Break

17:00-17:50

Keynote Speech - Lucio SARNO, University of Cambridge
Host: Liyan Han

17:50-18:40

Keynote Speech - Michael A.H. DEMPSTER, University of Cambridge
Host: Changyun Wang

3

Conference ID：437 881 785
Live Video:
https://meeting.tencent.com/l/42tVMAUtYMGo

PROGRAM
CONFERENCE DAY 2 - December 5, 2020
Beijing Time
9:00-9:50
9:50-10:40
10:40-11:30
11:30-14:00

14:00-15:40

Online Venue: VooV Meeting (International) / Tencent meeting (China)
Content

Venue

Keynote Speech - Hendrik BESSEMBINDER, Arizona State University
Host: Ke Tang
Keynote Speech - Gurdip S. BAKSHI, Temple University
Host: Xingguo Luo
Keynote Speech - Robert I. WEBB, University of Viginia
Host: Libo Yin
Break
Parallel Session 5 - Energy(B)
Session Chair: Qunzi Zhang
Parallel Session 6 - Equity Related(A)
Session Chair: Yukun Shi
Parallel Session 7 - FX Markets(A)
Session Chair: Yang Xu
Parallel Session 8 - Fintech & Quant(B)
Session Chair: Yongmin Zhang

15:40-16:00

Conference ID：972 966 789
Live Video: https://meeting.tencent.com/l/f9P1KCha7D4U
Conference ID：337 106 645
Live Video: https://meeting.tencent.com/l/JJpojkZspdHZ
Conference ID：810 322 378
Live Video: https://meeting.tencent.com/l/eDNHOrXZbCMA
Conference ID：875 314 964
Live Video: https://meeting.tencent.com/l/FxSVU6s0gfj5

Break
Parallel Session 9 - Commodity (B)
Session Chair: Xingguo Luo

16:00-17:40

Conference ID：730 886 704
Live Video: https://meeting.tencent.com/l/qsVA2VXXM3zx

Parallel Session 10 - Equity Related(B)
Session Chair: Jose Liu
Parallel Session 11 - Volitility & Options(B)
Session Chair: Pascal FranÁois
Parallel Session 12 - FX Markets(B)
Session Chair: Libo Yin
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Conference ID：972 966 789
Live Video: https://meeting.tencent.com/l/f9P1KCha7D4U
Conference ID：337 106 645
Live Video: https://meeting.tencent.com/l/JJpojkZspdHZ
Conference ID：810 322 378
Live Video: https://meeting.tencent.com/l/eDNHOrXZbCMA
Conference ID：875 314 964
Live Video: https://meeting.tencent.com/l/FxSVU6s0gfj5

KEYNOTE REPORT I
TITLE：

Foreign Exchange Volume

REPORTER:

Lucio SARNO
Professor of Finance
JM Keynes Fellow in Financial Economics
Cambridge Judge Business School
University of Cambridge

ABSTRACT: We investigate the information contained in foreign exchange (FX) volume using a novel
dataset from the over-the-counter market. We find volume helps predict next day currency returns and is
economically valuable for currency investors. Predictability implies a stronger currency return reversal for
currency pairs with abnormally low volume today, and is driven by the component of FX volume unrelated to
volatility, illiquidity, and order flow. We rationalize these findings via a simple model of exchange rate
determination, in which volume helps reveal the degree of asymmetric information in currency markets. Testing
this prediction shows that asymmetric information is uniform across currency pairs but varies across
instruments.

BIO：Professor Sarno has held full-time senior positions in the private sector,
including as Director of Currency Research in the Fixed Income and Currency
Team of AXA Investment Managers. He has wide-ranging consulting experience
in the finance industry, involving some of the world’s leading asset management
firms, hedge funds, sovereign wealth funds, investment banks, and their research
units. He has also been involved in policy advice, training, research and
consulting projects for a number of policy making institutions, including the
International Monetary Fund, the European Central Bank, the Federal Reserve
Banks of New York and St Louis, the Bank for International Settlements, the Bank of England, the Bank of
Canada, the Central Bank of Norway, the Italian Ministry of Economy and Finance, the World Bank, and the
European Commission. Professor Sarno is or has recently been a member of the Senior Advisory Board of the
Department of the Treasury of Italy, and a Consultant for the Bank of England and the International Monetary
Fund. He is also a Research Fellow of the Centre for Economic Policy Research.

5

KEYNOTE REPORT II
TITLE：

Financial Innovation and Backward Stochastic Difference Equations

REPORTER:

Michael A.H. DEMPSTER
Professor Emeritus and Founder
Centre for Financial Research
Department of Pure Mathematics and Statistics
University of Cambridge & Cambridge Systems Associates

ABSTRACT: Economic agents are exposed to the uncertain outcomes of future events. By enabling the
exchange of securities, financial markets allow agents to reallocate their exposures in more efficient and
mutually convenient arrangements which reduce perceived risks. The complexity and changing nature of the
world in which agents operate make all markets incomplete, which means that there is scope for further risk
reduction by the introduction of new market securities – financial innovation – to cover previously un-priced
risks. This paper provides a convenient mathematical framework to solve the problem of dynamic equilibrium
pricing and optimal design of new financial securities. Our mathematical tool for studying trading market
equilibria is a novel theory of backward stochastic difference equations (BS△Es) in discrete time, which we
develop in analogy to the currently incomplete theory of backward stochastic differential equations (BSDEs) in
continuous time. The new tool is used to define a family of dynamic risk measures which allow the solution of
the problems of optimal trading for a single economic agent, equilibrium pricing of new securities traded
amongst multiple agents, and the optimal design of new securities. Our approach allows the characterization of
unique dynamic trading equilibria, optimal instrument design, inter-agent risk transfer and the implications for
various real-life financial market structures which elude the continuous time BSDE theory. A simple intuitive
numerical example is presented to illustrate the concepts introduced. The main proofs follow from an important
theorem of Foellmer and Schied which states the existence of the essential infimum of an arbitrary collection of
random variables. This is joint work with Ezequiel Antar of Risk Management Solutions.
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KEYNOTE REPORT II

BIO： Michael A H Dempster, Professor Emeritus and Founder, Centre for
Financial Research, Department of Pure Mathematics and Statistics, University of
Cambridge. Educated at Toronto, Carnegie Mellon and Oxford, Michael Dempster
has taught and researched in leading universities on both sides of the Atlantic,
including Oxford, Cambridge, Stanford, California-Berkeley, Princeton, Toronto,
Melbourne and Rome. He was the first Professor of Finance at the Cambridge
Judge Business School and is currently founding Editor-in-Chief of Quantitative
Finance and an Associate Editor of Stochastics, Computational Finance and the
Journal of Risk Management in Financial Institutions. Michael is founding Editor-in-Chief of the Oxford
Handbooks in Finance and founding Co-Editor of the Chapman & Hall /CRC Mathematical Finance Series. He
has been consultant to a number of global financial institutions and corporations and several governments and is
regularly involved in research presentations and executive education in financial engineering and risk
management around the world. Author of many research articles in leading international journals; his books
include Introduction to Optimization Methods (with P R Adby), Stochastic Programming, Large Scale Linear
Programming (with G B Dantzig and M Kallio), Mathematical Models in Economics (with M O L Bacharach
and J L Enos), Derivative Securities (with S R Pliska), Risk Management: Value at Risk and Beyond,
Quantitative Fund Management (with G Mitra and G Pflug), Stochastic Optimization in Finance and Energy
(with M Bertocchi and G Consigli), The Euro in Danger (with J S Chadha and D S Pickford), Commodities
(with K Tang) and High Performance Computing in Finance (with J Kanniainen, J Keane and E Vynckier). His
work has won several awards and he is a Fellow of the Institute of Mathematics and Its Applications, an
Honorary Fellow of the UK Institute and Faculty of Actuaries, a Foreign Member of the Academia Nationale
dei Lincei (Italian Academy and world's oldest scientific society) and Managing Director of Cambridge
Systems Associates Limited, a financial analytics consultancy and software company.
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KEYNOTE REPORT III
TITLE：

Return Horizon and Mutual Fund Performance

REPORTER:

Hendrik BESSEMBINDER
Professor of Finance and Francis J. and Mary B. Labriola Chair
W.P. Carey School of Business
Arizona State University

ABSTRACT: Investment performance depends on return measurement horizon. The percentage of U.S.
equity mutual funds that outperform the SPY is 46.9% in monthly returns, 39.9% in annual returns, and 29.5%
in full sample (1991-2008) returns. Further, true alphas vary with return measurement horizon, and the effect of
horizon on alpha is asymmetric in beta. We introduce and implement methods to estimate long-horizon alphas
and betas. Compared to a benchmark of 40.9% in monthly returns, the percentage of funds with positive alpha
estimates decreases to 16.7% (increases to 49.1%) at long return measurement horizons for funds with high
(low) estimated monthly market betas.

BIO：Hank Bessembinder is a professor and the Francis J. and Mary B. Labriola
Endowed Chair in Competitive Business. He returned to Arizona State University,
where taught for a decade before heading to Emory University and the University
of Utah. Prior to his first assignment with ASU, Professor Bessembinder taught at
the University of Rochester. His research focuses on the design and regulation of
financial markets, including stock, foreign exchange, fixed income, futures, and
energy markets. He has published numerous articles in the Journal of Finance,
Journal of Financial Economics, and Review of Financial Studies, among others.
A frequent speaker at conferences, financial markets, and universities around the world, Professor
Bessembinder has more than 20 years of successful consulting experience, providing strategic advice and
analysis for major firms, financial markets, and government agencies.
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KEYNOTE REPORT IV
TITLE：

Why are the VIX Futures in Contango?

REPORTER:

Gurdip S. BAKSHI
Marvin Wachman Professor
Department of Finance
Fox School of Business
Temple University

ABSTRACT: Providing guidance for the design of macro-finance models of equity volatility, we highlight
a new stylized fact that the VIX futures are in contango and the slope of the VIX futures curve varies with the
level of the VIX. This feature is puzzling because volatility is a hedging asset. We build on the notion that
volatility is disliked in the maturity dimension. Our theory allows for an unspanned component in volatility and
derives the restriction of contango in the market for VIX futures. We provide complementary evidence from
options on the VIX.

BIO：Gurdip Bakshi is the Marvin Wachman Professor of Finance. He joins the
Fox School from the University of Maryland, where he was the Dean’s Professor
of Finance at the Smith School of Business. Bakshi’s research interests include
stock valuation, option valuation, term structure of interest rates, asset pricing,
capital, commodity, and currency markets, crashes, and international finance. His
recent work focuses on studying risk premiums, incomplete markets, opaqueness
of hedge fund investments, recovery theorem, and probability of stock market
crashes. His works have been published in the American Economic Review, the
Journal of Finance, the Journal of Financial Economics, Review of Financial Studies, Management Science,
and Journal of Financial and Quantitative Analysis, among others. He serves co-editor for the Review of
Derivatives Research, and editorial board roles with the Review of Financial Studies (term completed), the
Journal of Financial and Quantitative Analysis, and the Journal of Financial Econometrics (term completed),
Journal of Banking and Finance, among others.
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KEYNOTE REPORT V
TITLE：

The Impact of High-Frequency Trading on the Response of Bid-Ask Spreads to
Price Volatility and Trading Activity:

REPORTER:

Evidence from Futures Markets

Robert Ivory WEBB
Professor of Finance
University of Viginia
Editor of the Journal of Futures Markets

ABSTRACT: Essentially, the paper demonstrates that the decline in the bid-ask spread following the
introduction of colocation occurs because high-frequency traders are better able to manage risk and the time
that limit orders are alive falls dramatically (i.e., limit orders are fleeting).

BIO：Professor Webb specializes in the study of speculative markets, with
particular emphasis on how differences in market structure—or the way financial
markets are organized—affect the behavior of financial market prices. He is also
interested in how traders make decisions and how ―noise‖ (i.e., noninformational
factors) affects financial markets. His current research interests include the impact
of high-frequency trading on financial market prices, latency, and behavioral
finance. Professor Webb is the Editor of Journal of Futures Markets, a leading
academic journal focusing on derivative securities and markets. He is the author
of the books Trading Catalysts: How Events Move Markets and Create Trading Opportunities (FT Press, 2007)
and Macroeconomic Information and Financial Trading(Blackwell, 1994) and co-author of Shock Markets:
Trading Lessons for Volatile Times (FT Press 2013).

He has written articles for academic journals such as

Journal of Econometrics; Journal of Business & Economic Statistics; and Journal of Futures Markets, among
others. He has also written articles for the financial press, including The Wall Street Journal; Nikkei Weekly;
Investor’s Business Daily; MK Economic Newspaper; and Nihon Keizai Shimbun. His experience includes
trading fixed income securities for the World Bank (consultant); trading financial futures and options for the
Chicago Mercantile Exchange (member); designing new financial futures and option contracts for the Chicago
Mercantile Exchange (senior financial economist); serving as Senior Financial Economist at both the Executive
Office of the President, Office of Management and Budget and the U.S. Commodity Futures Trading
Commission; and consulting on risk management issues for the Asian Development Bank in Manila. He served
as a Visiting Professor at the Darden Graduate School of Business Administration at the University of Virginia
from 1994 to 2013. He held a joint appointment at the KAIST (Korea Advanced Institute of Science and
Technology) Business School in Seoul, Korea, from 2009 to 2012.
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PROGRAM OF PARALLEL SESSION 1

Session 1：Energy(A)
Time:15:00-16:40，December 4

1-1
15:00-15:25

1-2
15:25-15:50

1-3
15:50-16:15

1-4
16:15-16:40

Chair: Jianwu Lin

Title

When Energy Finance of New Era Paddling in The Choppy Ocean Named World: Applying Price Discovery
Model to Crude Oil Market

Speaker

Yonghao ZHAI, Zhejiang University

Discussant

Qingcheng Huang

Title

Volatility Forecasting Based on Big Data Analytics: Evidence from Australian Electricity Market

Speaker

Shusheng DING, Ningbo University

Discussant

Hongning Yu

Title

Hedging Physical Delivery Risk of WTI Oil Futures by Options traded on Blockchain Derivatives Exchange

Speaker

Yali CHANG, Jianwu LIN, Guangxi University

Discussant

Minghan Liu

Title

Contagion or Flight-To-Quality? The Linkage Between Oil and The US Dollar

Speaker

Min-Yi DONG，Xi’an Jiaotong University

Discussant

Zhang Wen
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PARALLEL SESSION 1 – Energy (A)
1-1 TITLE：

When Energy Finance of New Era Paddling in The Choppy Ocean Named World:
Applying Price Discovery Model to Crude Oil Market

AUTHORS:

Yonghao Zhai, Zhiwen Wang, Junjie Song
School of Mathematical Sciences, Zhejiang University
Email: sdjnzhai@163.com

ABSTRACT: In 2020, the futures & spot markets of crude oil have changed dramatically. This paper
analyzes the price discovery process of the WTI and Brent crude oil futures & spot markets using the
information share model of Hasbrouck (1995), and finds that each reverse of the dominant asset can indicate the
occurrence of significant events. The unexpected trading volume and abnormal change of market sentiment are
two key factors affecting the price discovery process. By using the GARCH and EGARCH models, we do
further research on the differential series of information share (DIS), and find that WTI responds more quickly
to new events and has a positive leverage effect on historical residuals. However, the tail risk hidden in DIS
cannot be characterized by the widely used skew-t distribution. The Cauchy distribution may be a suitable
conditional distribution for the price discovery model.

1-2 TITLE：

Volatility Forecasting Based on Big Data Analytics: Evidence from Australian
Electricity Market

AUTHORS:

Shusheng Ding, Tianxiang Cui, Yongmin Zhang
Ningbo University
Email: dingshusheng@nbu.edu.cn

ABSTRACT: The electricity market is a vital market for a nation’s energy operation management. Thus,
the volatility forecasting of the electricity market is an emerging, but increasingly influential field of financial
research. In this paper, we adopt a big data analytics, called Extreme Gradient Boosting (XGBoost) from
computer science, attempting to improve the forecasting accuracy of the electricity volatility as well as to
demonstrate the application of big data analytics in the financial spectrum in terms of volatility forecasting. We
further unveil that the order imbalance could incorporate abundant information to reflect the jump component
in the electricity market. Our empirical results suggest that the volatility forecasting accuracy of XGBoost
method considerably beats the GACH-jump model and HAR model. Our result could also produce plentiful
research implications for both policy makers and electricity market participants.
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PARALLEL SESSION 1 – Energy (A)
1-3 TITLE：

Hedging Physical Delivery Risk of WTI Oil Futures by Options traded on
Blockchain Derivatives Exchange

AUTHORS:

Yali Chang, Jianwu Lin , Chengying He
Sino-UK Blockchain Research Institute, Guangxi University
Email: lin.jianwu@sz.tsinghua.edu.cn

ABSTRACT: On April 20, the negative price in the last trading session of the Chicago Mercantile
Exchange (CME) West Texas Intermediate (WTI) oil futures shocked many traders and investors globally. It
caused much potential risk exposure for commodity futures trading and impacted pricing and valuation models
in many derivatives. One of the essential hidden risks of commodity futures exposed by this event is high
storage and delivery cost of their physical delivery, which reduces the hedging functionality of commodity
futures during high volatile market periods, such as the coronavirus (COVID-19) pandemic. This paper
proposes options to hedge the risk by the ﬂuctuation of physical delivery cost. Since both listed and
over-the-counter (OTC) options may take a long time to be issued in the market, we propose to use blockchain
technology to issue physical delivery rights by tokens. The transportation and storage provider can make proﬁts
by this covered-call like options strategies. At the same time, commodity futures traders can get proper
insurance for this kind of recent unexpected risk for sky-rocketing high physical delivery cost. Blockchain
technologies such as smart contract and decentralized settlement system can be more ﬂexible to oﬀer these
options rather than traditional derivatives exchanges. And the premium can be paid by the commodity itself to
the transportation and storage provider to link token value closely to physical goods and reduce inﬂation caused
by currency over-issue. The simulation and scenario analysis are done to demonstrate the risk hedge
functionality of these options for the April 20 event. And we show that based on economic theory, the combined
price of commodity futures and its physical delivery options should be larger than zero if the economics is to
keep moving forward.
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PARALLEL SESSION 1 – Energy (A)
1-4 TITLE：

Contagion or Flight-To-Quality? The Linkage Between Oil and The US Dollar

AUTHORS:

Lei Ming, Yao Shen, Sheng-Gang Yang, Min-Yi Dong
(i). College of Finance and Statistics, Hunan University
(ii). School of Economics and Finance, Xi’an Jiaotong University
Email: dondmy-123@163.com

ABSTRACT: The existing empirical literature has concentrated on the linkage between crude oil market
and the US dollar from a perspective of global correlation analysis, we extend the research to the frontier of
local dependence by utilizing a local Gaussian approach. Based on a daily dataset ranging from 1983 to 2020,
we utilize the multilateral prices of WTI futures and US dollar to study the nature of oil-dollar linkage. The
empirical findings support the existence of contagion effect between crude oil futures market and the US dollar
market in the 1990 Gulf War, while flight-to-quality phenomena from oil to the US dollar are confirmed as a
common feature for the 2008 and 2014 oil crashes, which implicitly emphasizing the safe-haven role of the US
dollar during oil market turmoil. These results offer significant evidence on the nonlinear and asymmetric
relation between WTI futures crude oil market and the US dollar market during all periods of oil shocks.
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PROGRAM OF PARALLEL SESSION 2

Session 2：Commodity(A)
Time:15:00-16:40，December 4

2-1
15:00-15:25

2-2
15:25-15:50

2-3
15:50-16:15

Chair: Qi Xu

Title

How Options Market Impacts Futures Price: Evidence from Position and Open Interest

Speaker

Yuting LIN，Zhejiang University

Discussant

Lingfei Kong

Title

A Trend Factor in Commodity Futures Markets: Any Economic Gains from Using Information Over Investment
Horizons?

Speaker

Lingfei KONG，University of North Carolina at Charlotte

Discussant

Qi Xu

Title

Probability Weighting and Commodity Futures Returns

Speaker

Qi XU, Zhejiang University

Discussant

Yuting Lin
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PARALLEL SESSION 2 – Commodity(A)
2-1 TITLE：

How Options Market Impacts Futures Price: Evidence from Position and Open
Interest

AUTHOR:

Yuting Lin
Zhejiang University
Email: 1240569416@qq.com

ABSTRACT: This paper studies the interaction between futures return and options market information
beyond futures market. Position change in two markets predict futures price in the same direction. Meanwhile,
the measures for open interest correlate with futures price reversely. These two indicators are proved to be
powerful and robust, which improves the performance of futures price predicting model. More details reveal
under specific sectors of commodities, implicating a various combination of predictors.

2-2 TITLE：

A Trend Factor in Commodity Futures Markets: Any Economic Gains from Using
Information Over Investment Horizons?

AUTHOR:

Lingfei Kong
University of North Carolina at Charlotte
Email: lkong2@uncc.edu

ABSTRACT: This paper identifies a trend factor that exploits the short-, intermediate-, and long-run
moving averages of settlement price in commodity futures markets. The trend factor generates statistically and
economically large returns during the sample period 2004-2019. It outperforms the well-known momentum
factor by more than five times the Sharpe ratio and less downside risk. The trend factor cannot be explained by
existing factor models and is priced cross-sectionally. Finally, we find that the trend factor can be explained by
funding liquidity measured by TED spread. Overall, the results indicate that there are significant economic
gains from using the information on historical prices in commodity futures markets.
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PARALLEL SESSION 2 – Commodity(A)
2-3 TITLE：

Probability Weighting and Commodity Futures Returns

AUTHORS:

Qi Xu, Ying Wang, Yunzhu Shi
Zhejiang University, Zhejiang University, Shanghai Jiaotong University
Email: qixu@zju.edu.cn

ABSTRACT: We empirically investigate the effect of probability weighting on the cross-section of
commodity futures returns. Motivated by prospect theory, we construct a commodity-level probability
weighting (PW) value measure based on historical commodity returns. High PW commodities significantly
underperform low PW commodities. A long-short strategy generates an excess return of 11% per year.
Commodity risk factors or existing commodity characteristics do not explain the predictability. The
predictability is more pronounced for volatile and less actively traded commodities and during periods when
risk aversion and financial stress are high, in line with limits to arbitrage. Robustness checks support our main
findings.

17

PROGRAM OF PARALLEL SESSION 3
Session 3：Volatility & Options(A)
Time: 15:00-16:40，December 4

3-1
15:00-15:25

3-2
15:25-15:50

3-3
15:50-16:15

3-4
16:15-16:40

Chair: Xinfeng Ruan

Title

The Volatility Index and Volatility Risk Premium in China

Speaker

Tian YUE, University of Otago

Discussant

Qingfu Liu

Title

Pricing Mechanism between ETF Options and Spots Markets in China

Speaker

Qingfu LIU, Fudan University

Discussant

Xinfeng Ruan

Title

The COVID-19 Risk in the Chinese Option Market

Speaker

Jianhui LI, University of Otago

Discussant

Pascal Franáois

Title

Smile-Implied Hedging with Volatility Risk

Speaker

Pascal FranÁois, HEC Montreac

Discussant

Tian Yue
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PARALLEL SESSION 3 – Volatility & Options(A)
3-1 TITLE：

The Volatility Index and Volatility Risk Premium in China

AUTHORS:

Tian Yue, Xinfeng Ruan, Sebastian Gehricke, Jin E Zhang
Chongqing JiaoTong University, University of Otago
Email: tinyue@hotmail.com

ABSTRACT: We introduce and evaluate the China Volatility Index (CNVIX), a model free volatility index
for the Chinese equity market based on ETF options in China. We extend the Chicago Board Options Exchange
methodology for the United States Volatility Index (VIX) by interpolating-extrapolating the option dataset in
the newly established Chinese options market. We also evaluate the leverage effect between the CNVIX and the
underlying, and CNVIX’s return forecastability. We find a strong negative asymmetric leverage effect in the
CNVIX and a positive mean volatility risk premium (VRP), which can predict the underlying’s return in
different horizons.

3-2 TITLE：

Pricing Mechanism between ETF Options and Spots Markets in China

AUTHORS:

Da Dong, Qingfu Liu, Pingping Tao, Zhiliang Ying
Fudan University, Columbia University
Email: liuqf@fudan.edu.cn

ABSTRACT: This paper employs the bivariate Smooth-Transition VECM-GARCH (ST-VECM-GARCH)
with a non-linear error-correction mechanism to test the price discovery and volatility spillover effect of the
options markets in China. As the first cross-market option product in China, CSI 300 ETF options and the spots
markets are investigated. We find the significant existence of a bilateral causality between the CSI 300 ETF
options market and spots market, in which the CSI 300 ETF options market generally contributes more than the
spots market in pricing efficiency and information transmission. Besides, the CSI 300 ETF options market in
Shanghai shows a much more significant influence to the spots market than in Shenzhen. To verify this finding,
we conduct further research to compare the CSI 300 ETF options between SSE and SZSE. The analysis yields
that there exists a bilateral causal relationship across the markets, and the CSI 300 ETF options on SSE plays a
stronger leadership role than the options on SZSE no matter in information transmission or price adjustment,
which is consistent with our findings. Our findings also indicate that the capital markets in China are growing
more complete and efficient with the launch of CSI 300 ETF options.
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PARALLEL SESSION 3 – Volatility & Options(A)
3-3 TITLE：

The COVID-19 Risk in the Chinese Option Market

AUTHORS:

Jianhui Li, Xinfeng Ruan, Sebastian Gehricke, Jin E. Zhang
University of Otago
Email: liji1479@student.otago.ac.nz

ABSTRACT: The COVID-19 pandemic has increased fear of a financial market crash in China. We
construct an implied volatility slope measure, which proxies the cost of option protection against and therefore
trader's fear of downside tail risk, using the new Shanghai Shenzhen CSI 300 Index options. We show that this
measure is positively related to new cases and deaths of the pandemic during the COVID-19 outbreak in China.
Option traders are willing to pay more for hedging downside tail risk as the pandemic worsens and are no
longer as concerned by news of new cases and deaths after the lockdown lift.

3-4 TITLE：

Smile-Implied Hedging with Volatility Risk

AUTHORS:

Pascal François, Lars Stentoft
HEC Montreal, Western University
Email: pascal.francois@hec.ca

ABSTRACT: Options can be dynamically replicated using model-free Greeks extracted from the volatility
smile. However, smile-implied delta and delta-gamma hedging do not achieve minimum variance in the
presence of price-volatility correlation, and these strategies have shown poor performance relative to the
Black-Scholes benchmark. We propose a way to extend smile-implied option replication with volatility risk
management. Large-scale evidence on S&P 500 index options indicates that smile-implied delta-gamma-vega
hedging strategies outperform the Black-Scholes approach as well as more sophisticated option hedging
frameworks including stochastic volatility and jumps.
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Session 4：Fintech & Quant(A)
Time:15:00-16:40，December 4

4-1
15:00-15:25

4-2
15:25-15:50

4-3
15:50-16:15

Chair: Ping Li

Title

Fractional Cointegration in Bitcoin Spot and Futures Markets

Speaker

Ke XU, University of Victoria

Discussant

Chuanjie Wang

Title

Detecting Stock Market Manipulation via Machine Learning: Evidence from CSRC Punishment Cases

Speaker

Chuanjie WANG, Fudan University

Discussant

Dionigi Gerace

Title

The Impact of Algorithmic Trading on Liquidity in Futures Markets: New Insights into the Resiliency of Spreads
and Depth

Speaker

Dionigi GERACE, Macquarie University

Discussant

Ke Xu
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4-1 TITLE：

Fractional Cointegration in Bitcoin Spot and Futures Markets

AUTHORS:

Ke Xu, Jinghong Wu, Xinwei Zheng, Jian Chen
University of Victoria
Email: kexu@uvic.ca

ABSTRACT: This paper adopts the fractional cointegrated vector autoregressive (FCVAR) model to
examine the price discovery of Bitcoin spot and futures prices from December 18, 2017 to 08, May 2020. The
method studies the aggregation of information in both spot and futures markets to test which market takes the
leadership in price discovery. The result shows that the Bitcoin futures market dominates the price discovery
process. This may be caused by the low transaction cost and more leverage opportunities in the Bitcoin futures
market, consistent with findings in Kapar and Olmo (2019). Moreover, we find that the Bitcoin futures market
follows long-run contango. The FCVAR model fits the data better and has superior forecasting performance
than the non-fractional CVAR model. Interestingly, during the COVID-19 market downturn, the Bitcoin price
discovery leadership has switched to the spot market, which may be the result of increased portfolio risk,
trading cost and the constraint of liquidity.

4-2 TITLE：

Detecting Stock Market Manipulation via Machine Learning: Evidence from CSRC
Punishment Cases

AUTHORS:

Qingbai Liu, Chuanjie Wang, Libo Wu, Ping Zhang
(1) School of Big Data, Fudan University
(2) School of Economics, Fudan University
(3) School of Journalism, Fudan University
Email: 20110680040@fudan.edu.cn

ABSTRACT: In this paper, we apply machine-learning techniques to construct detecting models of stock
market manipulation. By combining manually collected CSRC punishment cases from 2014 to 2016 with
financial information of A-share listed companies, we first find stocks with small market value, high volatility
and weak fundamental condition tend to be manipulated. Then we construct training set and test set to examine
the detecting ability of support vector machine (SVM) compared with logistic model. Considering imbalanced
data, we further incorporate Synthetic Minority Over-Sampling Technique (SMOTE) to over-sample minority
class and then find SMOTE-SVM performs better than SVM or benchmark model and increases the detecting
accuracy. Specifically, F-score and G-score via SMOTE-SVM increase from about 50% to above 70% in
comparison with SVM, while AUC value increases from 60% to 81%, a reliable detecting level.
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4-3 TITLE：

The Impact of Algorithmic Trading on Liquidity in Futures Markets: New Insights
into the Resiliency of Spreads and Depth

AUTHORS:

Alex Frino, Dionigi Gerace, Masud Behnia
University of Wollongong, Macquarie University.
Email: dionigi.gerace@students.mq.edu.au

ABSTRACT: This paper examines the impact of algorithmic trading on the resiliency of bid-ask spreads
and market depth. We use a natural experiment provided by the Australian Stock Exchange for futures markets
in 2012 – the introduction of collocated facilities for FCM’s – which previous research demonstrates increased
algorithmic trading and liquidity. Our findings demonstrate that the sensitivity of bid-ask spreads and market
depth to price volatility and trading activity declines after the introduction of co-location. These results are
consistent with the hypothesis that algorithmic trading reduces the time that limit orders are alive and the
adjustment of quotes to new information which in turn increases the resiliency of liquidity.
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PROGRAM OF PARALLEL SESSION 5
Session 5：Energy(B)
Time:14:00-15:40，December 5

5-1
14:00-14:25

5-2
14:25-14:50

5-3
14:50-15:15

5-4
15:15-15:40

Chair: Qunzi Zhang

Title

The Skewness Risk in the Energy Market

Speaker

Jungah (Isabella) YOON, University of Otago

Discussant

Feng He

Title

Stock Return Predictability in China: Power of Oil

Speaker

Qunzi ZHANG, Shandong University

Discussant

Tianyang Wang

Title

Intraday and Overnight Volatility Spillover between Crude Oil and Equity Markets: Evidence from G7 Countries

Speaker

Feng HE, Tianjin University of Economics and Finance

Discussant

Jungah Yoon

Title

The Dynamics of Cross-Boundary Fire -- Financial Contagion between the Oil and Stock Markets

Speaker

Tianyang WANG, Colorado State University

Discussant

Qunzi Zhang

24

PARALLEL SESSION 5 – Energy(B)
5-1 TITLE：

The Skewness Risk in the Energy Market

AUTHORS:

Jungah (Isabella) Yoon, Xinfeng Ruan, Jin E Zhang
University of Otago
Email: Isabella.yoon@postgrad.otago.ac.nz

ABSTRACT: In this paper, we study the skewness risk and its return predictability in the energy market.
The skewness risk is often used to measure the possibility of a market crash. We study both physical skewness
(market skewness and cross-sectional average realized skewness) estimated from underlying stock returns and
risk-neutral skewness evaluated from the options market. We find a significant positive relationship between
one-month-ahead market return and average realized skewness in the energy market, which is opposite to the
overall US stock market. This unique feature should be aware of by investors in this market and carefully taken
care of by energy policymakers.

5-2 TITLE：

Stock Return Predictability in China: Power of Oil

AUTHOR:

Qunzi Zhang
Shandong University
Email: qunzi.zhang@sdu.edu.cn

ABSTRACT: In this paper, we investigate the market- and industrial-level stock risk premia in the Chinese
stock market from 2001 to 2019, using oil trend factors. Previous studies ﬁnd little predictability of oil price
changes on equity returns, we construct a novel oil trend factor, which shows signiﬁcant and strong
predictability on equity excess returns in- and out-of-sample. The results hold both at the market- and
industry-level. Notably, the predictive power of the oil trend factor is unspanned by the existing predictors and
macroeconomic risks. Also, we discover a spike in oil prices will lead to a negative impact on future excess
returns. Although we make the counterfactual raised by Driesprong, Jacobsen, and Maat (2008) deeper to the
industry level, we manage to reconcile this counterfactual by exploring the demand-driven nature of the trend
factor.
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5-3 TITLE：

Intraday and Overnight Volatility Spillover between Crude Oil and Equity Markets:
Evidence from G7 Countries

AUTHORS:

Feng He, Baiao Liu-Chen, Tong Fu
School of Finance, Tianjin University of Economics and Finance
Email: hefeng@tjufe.edu.cn

ABSTRACT: We use 5-minute data to investigate the volatility spillover between the crude oil market and
the equity markets of the Group of Seven (G7) countries from 2007 to 2015. Considering the trading period
differences between countries, we study the intraday and overnight trading period oil market volatility of the
G7 countries. The empirical findings suggest that the US stock market dominates intraday volatility spillover
into the oil market, whereas the European stock markets dominate overnight spillovers. All of the countries,
with the exception of the US, show more volatility spillover into the oil market during the overnight periods
than the intraday periods, which corresponds to their trading times (except in the case of Canada). The
asymmetric spillover results indicate that stock markets mainly spill over bad volatility into the oil market
during overnight periods. With the integration of global financial markets, the results provide empirical
evidence that overnight trading information on the crude oil market is important for understanding information
diffusion and volatility forecasts.

5-4 TITLE：

The Dynamics of Cross-Boundary Fire -- Financial Contagion between the Oil and
Stock Markets

AUTHOR:

Tianyang Wang
Colorado State University
Email: Tianyang.Wang@colostate.edu

ABSTRACT: Motivated by the complex dynamics between the oil and stock markets, this study develops a
dynamic Markov regime switching-copula-extreme value theory model to quantitatively investigate financial
contagion and its characteristics between these two markets. The proposed model, which characterizes the
complex dynamics in lower tail dependence, is applied to daily returns on crude oil spot and futures prices and
major stock indices in both the United States and China's markets over a series of six major extreme downside
risk events, including the most recent 2020 oil and stock market crashes after the outbreak of COVID-19
pandemic. The proposed model outperforms the alternative model in detecting financial contagion, showing
that such contagion is shorter but stronger in the United States than in China; moreover, financial contagion is
more susceptible to extreme downside shocks between the oil and stock markets in the United States than in
China. In addition, the COVID-19 crisis shows the largest financial contagion compared with previous crises.
Our results remain consistent following extensive robustness tests. These findings shed new light on our
understanding of financial contagion and provide important insights and guidance for asset allocation and risk
management.
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Session 6：Equity Related(A)
Time:14:00-15:40，December 5

6-1
14:00-14:25

6-2
14:25-14:50

6-3
14:50-15:15

Chair: Yukun Shi

Title

Rational Repricing of Risk During Covid-19: Evidence from Indian Single Stock Options Market

Speaker

Vineet VIRMANI, Indian Institute of Management Ahmedabad

Discussant

Pakorn Aschakulporn

Title

Deep calibration of financial models: Turning Theory into Practice

Speaker

Maximilian NAGL, University of Regensburg

Discussant

Vineet Virmani

Title

Bakshi, Kapadia, and Madan (2003) Risk-Neutral Moment Estimators: A Gram-Charlier Density Approach

Speaker

Pakorn ASCHAKULPORN, Otago Business School

Discussant

Maximilian Nagl
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PARALLEL SESSION 6 – Equity Related(A)
6-1 TITLE：

Rational Repricing of Risk During Covid-19: Evidence from Indian Single Stock
Options Market

AUTHORS:

Sobhesh Kumar Agarwalla, Jayanth R. Varma, Vineet Virmani
Indian Institute of Management Ahmedabad
Email: vineetv@iima.ac.in

ABSTRACT: Was the Covid-19 related market crash and subsequent rebound a behavioural finance
phenomenon: over-reaction followed by correction? Our results using forward-looking measures from the
Indian single-stock option market suggest the opposite: a nuanced rational repricing of uncertainty in the light
of fresh information. First, we find a gradual build-up of volatility during the month preceding the spike.
Second, during the rebound, only the tail risk declined but overall uncertainty remained elevated. Third,
sectoral analysis indicates that the stock market performed a very fine-grained analysis of each stock's
uncertainty at each point in time.

6-2 TITLE：

Deep calibration of financial models: Turning Theory into Practice

AUTHORS:

Patrick Büchel, Michael Kratochwil, Maximilian Nagl, Daniel Rösch
Commerzbank AG, Dr. Nagler & Company GmbH
University of Regensburg, University of Regensburg
Email: maximilian.nagl@ur.de

ABSTRACT: The calibration of financial models is a laborious, time-consuming and expensive task,
which needs to be performed frequently by financial institutions. Recently, the application of artificial neural
networks (ANNs) for calibration has gained interest. This paper provides the first comprehensive empirical
study on the application of ANNs for calibration based on observed market data. We benchmark the
performance against a real-life calibration framework. We show that the results of an ANN based calibration
framework are very competitive and derive guidelines for its practical implementation to enhance and
accelerate managerial decisions. Furthermore, we show that our calibrated parameters are more stable over time,
enabling more reliable risk reports and business decisions.
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PARALLEL SESSION 6 – Equity Related(A)
6-3 TITLE：

Bakshi, Kapadia, and Madan (2003) Risk-Neutral Moment Estimators: A GramCharlier Density Approach

AUTHORS:

Pakorn Aschakulporn, Jin E. Zhang
Department of Accountancy and Finance, Otago Business School, University of Otago
Email: Beam.Aschakulporn@otago.ac.nz

ABSTRACT: This is the first study of the errors of the Bakshi, Kapadia, and Madan (2003) risk-neutral
moment estimators with the density of the underlying explicitly specified. This was accomplished using the
Gram-Charlier density. To obtain skewness with (absolute) errors less than 10-3, the range of strikes (K-min ,
K-max) must contain at least 3/4 to 4/3 of the forward price and have a step size (∆K) of no more than 0.1% of
the forward price. The range of strikes and step size corresponds to truncation and discretisation errors,
respectively.

29

PROGRAM OF PARALLEL SESSION 7

Session 7：FX Markets(A)
Time:14:00-15:40，December 5

7-1
14:00-14:25

7-2
14:25-14:50

7-3
14:50-15:15

Chair: Yang Xu

Title

Price Discrimination in Over-the-Counter Currency Derivatives

Speaker

Vidya KAMATE, The Reserve Bank of India

Discussant

Liyan Han

Title

A Revisit to The Return-Volatility Relationship of Exchange Rate: New Evidence from the Offshore RMB

Speaker

Juan LIN, Xiamen University

Discussant

Priyanka Rani

Title

An Interrelationship between Currency Futures and Spot Market in India

Speaker

Priyanka RANI, Guru Jambheshwar University of Science and Technology

Discussant

Juan Lin

30

PARALLEL SESSION 7 – FX Markets(A)
7-1 TITLE：

Price Discrimination in Over-the-Counter Currency Derivatives

AUTHORS:

Abhishek Kumar, Vidya Kamate
The Reserve Bank of India
Email: vkamate@rbi.org.in, vidyakamate@gmail.com

ABSTRACT: Through an analysis of transaction level data, this study provides evidence of considerable
price discrimination in the Indian over the counter (OTC) currency derivatives market. Clients transacting with
a single bank (dealer) paid twice as much average markup as that incurred by clients with two dealer
counterparties, while the same for clients transacting with ten or more dealers was close to zero. This alludes to
the role of bargaining power in pricing, possibly, on account of dealer access. Retail clients (individuals,
proprietorship firms and small firms) and unlisted firms were charged a higher markup vis-`a-vis listed firms. A
majority (83%) of clients transacted with a single dealer counterparty hinting at difficulties related to dealer
access. The study makes a case for democratizing market access to enhance competition which may result in
better pricing for clients.

7-2 TITLE：

A Revisit to The Return-Volatility Relationship of Exchange Rate: New Evidence
from the Offshore RMB

AUTHORS:

Yue Chen, Juan Lin, Ximing Wu
Xiamen University, Xiamen University, Texas A&M University
Email: ecsniffer@xmu.edu.cn

ABSTRACT: This study investigates the return-volatility relationship of the offshore Chinese RMB (CNH).
Based on a regime-switching copula model, we find that the return-volatility relationship has changed since the
reform of the central parity formation mechanism in August 2015. Before the reform, the implied volatility
increases only in response to CNH depreciation. In contrast, after the reform due to greater two-way flexibility
of the CNH rate, both large depreciation and appreciation of CNH would trigger higher implied volatility. We
show that traders’ behavior contributes to the return-volatility dynamics. In particular, after the reform both
negative and positive CNH returns create fears of future losses, which cause traders to bid up the option prices
and therefore the implied volatility
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7-3 TITLE：

An Interrelationship between Currency Futures and Spot Market in India

AUTHORS:

Priyanka Rani, Karampal Narwal, Sonia
Guru Jambheshwar University of Science and Technology
Email: psoni6110@gmail.com

ABSTRACT: The present study explores the interrelationship between currency futures and spot market in
India with respect to US dollar and Euro. The daily exchange rate data of USD and Euro vis-à-vis INR have
been attained for a time starting from 1 January 2010 up to 30 December 2018. After checking stationarity of
time series data by applying ADF, PP and KPSS tests, cointegration between the spot and futures markets are
tested. To determine the leading market Vector Error Correction Model (VECM) was applied. Results of the
study indicates that futures and spot market have long run equilibrium relationship. Granger Causality test was
applied to know causality between both markets. Further futures market work as leading market and it has more
informational content as compared to spot market. Its informational efficiency is useful for the investors as well
as hedgers.
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Session 8：Fintech & Quant(B)
Time:14:00-15:40，December 5

8-1
14:00-14:25

8-2
14:25-14:50

8-3
14:50-15:15

Chair: Yongmin Zhang

Title

Financialization of Indian Agricultural Commodities: The Case of Index Investments

Speaker

Manogna R L, BITS Pilani K K Birla Goa Campus

Discussant

Yiwei Deng

Title

When do Algorithmic Traders Make or Take Liquidity? Evidence from Indian Interest Rate Futures

Speaker

Devika ARUMUGAM, Emory University

Discussant

Manogna R L

Title

Information Content of Ambiguity: An Empirical Analysis Based on Soybean Meal Derivatives Markets

Speaker

Yiwei DENG, Zhejiang Gongshang University

Discussant

Shusheng Ding
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8-1 TITLE：

Financialization of Indian Agricultural Commodities: The Case of Index
Investments

AUTHORS:

Manogna R L, Aswini Kumar Mishra
BITS Pilani, K.K. Birla Goa Campus - India
Email: leshma2020@gmail.com

ABSTRACT: The phenomenon known as financialization of commodities, arising from the speculation in
the commodity derivatives market has raised serious concerns in the recent past. In the backdrop of
financialized commodities leading to increase in price of agricultural products and their interaction with equity
markets, we examine the investment of institutional investors in impacting agricultural returns. The paper
focuses on the financial mechanism that drives extreme values and the mean of agricultural returns. We employ
the Threshold AutoRegressive Quantile (TQAR) methodology to find evidence of linkages between the Indian
agricultural and equity markets from January 2010 to May 2020 consistent with the rise in inflows of
institutional investors in agricultural markets. The results reveal that the investors impact the agricultural
commodity markets strongly when the composite commodity index value (COMDEX) is low. Additionally, in
the lower extreme quantiles (0.25) of agricultural returns, the integration between the equity index and
agricultural returns is found to be highly significant compared to insignificant values in the higher quantiles
(0.75 and 0.95) in both the regimes. This implies that, at the lower quantiles of COMDEX return (bad day) the
investors move to the stock market. In that way, the commodity index returns are seen to be a strong channel for
the financialization of Indian agricultural commodities and suggesting potential involvement of investors during
those regimes. From a policy perspective, it is of pivotal importance to enhance the understanding of the
financialization of agricultural products. Our findings provide reference measures to stabilize the commodity
markets, alleviate price distortions, and carry out further evidence of price discovery and risk management in
Indian commodity markets.

34

PARALLEL SESSION 8 – Fintech & Quant(B)
8-2 TITLE：

When do Algorithmic Traders Make or Take Liquidity? Evidence from Indian
Interest Rate Futures

AUTHOR:

Devika Arumugam
Emory University
Email: devika.arumugam@fulbrightmail.org

ABSTRACT: This study examines liquidity provisioning of Algorithmic Traders (ATs) in interest rate
futures, trading in the National Stock Exchange, India. ATs are likely to demand liquidity when effective and
realized spreads are wide, and supply liquidity when quoted, effective and realized spreads are narrow. ATs are
also likely to supply liquidity when price impact and volatility are high and demand liquidity around
macroeconomic announcements and low volatility. There is new evidence of commonality between ATs’
liquidity demand and NATs’ order placement. When ATs are demanding liquidity, their likelihood of being
crowded out increases with both ATs’ and Non-ATs’ order cancellations.

8-3 TITLE：

Information Content of Ambiguity: An Empirical Analysis Based on Soybean Meal
Derivatives Markets

AUTHORS:

Yiwei Deng, Qingyuan Yang
Zhejiang Gongshang University, Southwestern University of Finance and Economics
Email: ywdeng@zjsu.edu.cn

ABSTRACT: Soybean meal markets volatiles greatly during the Sino-US Trade War and the coronavirus
epidemic. Ambiguity, which reflects the stability of the market environment, measures the variance of returns
distributions. This paper refers to Brenner and Izhakian (2018) to build an ambiguity index on soybean meal
dominant futures. The paper focuses on the information content of ambiguity. Firstly, we compare it with other
uncertainty indices: higher moments and option implied volatility. The study shows that ambiguity cannot be
explained well by higher moments or implied volatility and it can predict realized variance, realized kurtosis
and implied volatility in short term. Secondly, we study how ambiguity affects investors’ behavior. The study
shows that ambiguity has a negative impact on futures volume and open interests. Finally, the results of event
study show that ambiguity can capture the instability of the market before macro events.
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Session 9：Commodity(B)
Time:16:00-17:40，December 5

9-1
16:00-16:25

9-2
16:25-16:50

9-3
16:50-17:15

9-4
17:15-17:40

Chair: Xingguo Luo

Title

The Serial Dependence of the Commodity Futures Returns: A Machine Learning Approach

Speaker

Lingfei KONG, University of North Carolina at Charlotte

Discussant

Ming-Hung Wu

Title

Effects of Investor Attention in China’s Commodity Futures Markets

Speaker

Ming-Hung WU, Beijing Normal University at Zhuhai

Discussant

Lingfei Kong

Title

How Does the Skewness Perform in the Chinese Commodity Futures Market?

Speaker

Yang XU, Beihang University

Discussant

Yao Xuan

Title

Can Night Trading Sessions Improve Forecasting Performance of Gold Futures’ Volatility in China?

Speaker

Yao XUAN, Harbin Institute of Technology

Discussant

Yang Xu
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9-1 TITLE：

The Serial Dependence of the Commodity Futures Returns: A Machine Learning
Approach

AUTHOR:

Lingfei Kong
University of North Carolina at Charlotte
Email: lkong2@uncc.edu

ABSTRACT: This paper identifies a trend factor that exploits the short-, intermediate-, and long-run
moving averages of settlement price in commodity futures markets. The trend factor generates statistically and
economically large returns during the sample period 2004-2019. It outperforms the well-known momentum
factor by more than five times the Sharpe ratio and less downside risk. The trend factor cannot be explained by
existing factor models and is priced cross-sectionally. Finally, we find that the trend factor can be explained by
funding liquidity measured by TED spread. Overall, the results indicate that there are significant economic
gains from using the information on historical prices in commodity futures markets.

9-2 TITLE：

Effects of Investor Attention in China’s Commodity Futures Markets

AUTHORS:

Ming-Hung Wu, Wei-Che Tsai, Pei-Shih Weng, Dan-Yi Li
Beijing Normal University at Zhuhai, National Sun-Yat Sen University
National Sun-Yat Sen University, National Sun-Yat Sen University
Email: hung770416@gmail.com, mhwu@bnu.edu.cn

ABSTRACT: This paper analyzes the impacts of investor attention on futures returns and the volatility of
commodity futures in China. By using online search volumes as a proxy for investor attention, we find a
positive contemporaneous relation between investor attention and futures returns and volatility. In addition, the
online search variables are significant predictors of returns and volatility in the commodity futures markets.
Moreover, the predictions hold for mobile searches but not PC searches. Finally, we consider the reading
volume for articles in China’s most popular online investment forum as an alternative proxy for investor
attention. We find that the reading volume of postings from Internet users influences the futures return and
volatility on the same day but contains no inter-temporal impact for the next day. Taken together, we suggest
that investor attention can explain the concurrent price movement and variation in the commodity futures
markets in China; the prediction ability of investor attention, however, varies with the measures adopted.
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9-3 TITLE：

How Does the Skewness Perform in the Chinese Commodity Futures Market?

AUTHORS:

Xue Jiang, Liyan Han, Yang Xu
Beihang University
Email: yang_xu@buaa.edu.cn

ABSTRACT: This paper investigates the relationship between skewness and expected return in the
Chinese commodity futures market. The full sample of 49 commodities are divided into five quantile portfolios
based on their skewness in the previous trading day and rebalance the portfolios at daily frequency. We find a
significant negative relationship between the lagged skewness and expected return. In comparison with the
performance of skewness in the U.S. market, the skewness behaves completely monotonous and generates more
speculative opportunities in the Chinese commodity futures market. This relationship will be reduced and even
reversed as the rolling window or holding period extends in the long-term. Moreover, through the commodity
level, cross-sectional analysis, we demonstrate that skewness is an effective risk factor in the Chinese
commodity futures market. Thus, investors require for positive risk compensation for lower skewness. Based on
the skewness and other commodity risk factors, investors could generate higher profitability by using the
double-screen and triple-screen methods.

9-4 TITLE：

Can Night Trading Sessions Improve Forecasting Performance of Gold Futures’
Volatility in China?

AUTHORS:

Yao Xuan, Hui Xiaofeng, Kang Kaican
Harbin Institute of Technology
Email: yaoxuan@hit.edu.cn

ABSTRACT: We use heterogeneous autoregression (HAR) and two related HAR extension models to
examine volatility forecasting performances before and after the launch of night trading sessions in the
Shanghai Futures Exchange (SHFE) gold futures market. To capture fluctuations from external information and
volatility of realized volatility (RV), we incorporate the trading volume and jumping into the HAR-V-J model in
the first place, and then incorporate a GARCH specification into the HAR-GARCH model. Results showed that
there were large fluctuations in SHFE gold futures market before the launch of night trading sessions, and
mostly stemmed from overnight fluctuation in the international gold futures market. After the launch of night
trading sessions, the realized volatility has a clear trend of moderation. In the in-sample estimation, both jump
and external information are found to have significant explanatory power with the HAR-V-J model.
Additionally, the volatility clustering and high persistence of the realized volatility were confirmed by the
GARCH coefficients. Last but not the least, night trading sessions have significantly improved the
out-of-sample forecasting performances of realized volatility models. Among them, the HAR-V-J model is the
best-performing model. This conclusion holds for various prediction horizons and has great practical values for
investors and policymakers.
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Session 10：Equity Related(B)
Time:16:00-17:40，December 5

10-1
16:00-16:25

10-2
16:25-16:50

10-3
16:50-17:15

10-4
17:15-17:40

Chair: Jose Liu

Title

Sectoral Futures Mispricing: New Evidence on Determinants

Speaker

Deeksha GARG, Guru Jambheshwar University of Science & Technology

Discussant

Fangfei Zhu

Title

Option Trading Activities and Index ETF Returns: Evidence from iShares China Large-Cap ETF

Speaker

Fangfei ZHU, Zhejiang University

Discussant

Min DENG

Title

Stock and Equity Option Market Liquidity Linkages

Speaker

Min DENG, Newcastle University

Discussant

Deeksha GARG

title

Derivative Disclosures and Managerial Opportunism

speaker

Helen REN，University of Liverpool

Discussant

Jose LIU
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10-1 TITLE：

Sectoral Futures Mispricing: New Evidence on Determinants

AUTHORS:

Deeksha Garg, Prof. Karam Pal Narwal
Guru Jambheshwar University of Science & Technology
Email: deekshagarg99@gmail.com

ABSTRACT: This study investigates (a) what are the factors that affect the mispricing in sectoral indices
in India; (b) what is the role of economic policy uncertainty on the mispricing in future indices; (c) is there any
relationship between the magnitude of mispricing in sectoral indices and the number of factors affecting that
mispricing. The study deploys regression analysis on the 6930 observations during the period of 2009-2019 for
three major indices i.e. Nifty, Nifty Bank and Nifty IT respectively. Further, to measure economic uncertainty, it
includes economic policy uncertainty (EPU) data developed by Baker et al., (2016), which is based on
newspaper coverage frequency. The study reports that (a) factors like time to maturity and lag of mispricing
affects all three indices positively whereas open interest affects nifty bank and nifty IT negatively and spot
volume affects only Nifty IT positively; (b) EPU affects positively to all three indices, reflects that uncertainty
increases the mispricing in the stock market; (c) magnitude of the mispricing is directly related to the number of
factors affecting that mispricing. The findings provide valuable insight to the investors and the regulators,
especially our EPU measures, helps them in anticipating the impact of COVID 19 pandemic on the futures
market.

10-2 TITLE：

Option Trading Activities and Index ETF Returns: Evidence from iShares China
Large-Cap ETF

AUTHORS:

Fangfei Zhu, Xuejun Jin, Hongze Li
School of Economics, Zhejiang University
Email: waiting_e@163.com

ABSTRACT: This study investigates whether the index ETF option trading activities, measured by the
option OI and O/S ratio, contain useful information for returns of the underlying ETF. We use both in-sample
and out-of-sample predictive regressions to examine the daily and weekly returns predictability. Our empirical
findings suggest that the FXI option market play an informational role in predicting future FXI ETF returns.
The evidence from both in-sample and out-of-sample indicates that the put option OI significantly improves the
daily and weekly forecasts of future FXI ETF returns. We also find that the FXI call option volume to FXI ETF
volume ratio has predictive power for the returns. Further, the predictability of weekly return is weaker than
that of daily returns.
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10-3 TITLE：

Stock and Equity Option Market Liquidity Linkages

AUTHORS:

Min DENG, Minh Nguyen
Newcastle University
Email: m.deng2@newcastle.ac.uk

ABSTRACT: This paper examines the linkages of market liquidity between stocks and equity option
markets in the period from Jan 12, 2004 to Aug 31, 2015. We find that option market liquidity affects stock
market liquidity positively and significantly, and vice versa. In addition, we contend that firm size and the
degree of information asymmetry can explain these feedback effects. Put it simply, the larger companies exhibit
lower linkages in market liquidity between stock and option markets. Also, stocks with a higher probability of
informed trading or facing greater short-selling pressures register a significant reduction in the interactions
between stock and option market liquidity.

10-4 TITLE：

Derivative Disclosures and Managerial Opportunism

AUTHORS:

Guanming He, Helen Ren
Durham University, University of Liverpool
Email: Helen.Ren@liverpool.ac.uk

ABSTRACT: Derivatives are increasingly used by managers not only to hedge risks but also to pursue
nonhedging activities for fulfilling opportunistic incentives. The Statement of Financial Accounting Standards
No. 161 (hereafter, SFAS 161) requires firms to disclose their objectives and strategies of using derivatives.
Using the adoption of this standard, we examine whether and how derivative disclosures influence managerial
opportunistic behavior. We employ insider trades and stock price crash risk to capture managerial opportunism.
Applying a difference-in-differences research design with hand-collected data on derivative designations, we
find that, after the implementation of SFAS 161, derivative users that comply with SFAS 161 experience a
significantly greater decrease in both insider trades and stock price crash risk, compared with a matched control
sample of non-derivative-users. Our cross-sectional analyses reveal that SFAS 161 has greater impact on firms
in the case of high information opacity, high financial risk, or high business risk. We find no evidence that,
compared to the non-derivative users, derivative users not compliant with SFAS 161 have a greater reduction in
either insider trades or stock price crash risk in the post-SFAS 161 period, implying the importance of
enhancing the enforcement of the regulation. Overall, our results suggest that the enhanced disclosures, as
stipulated by SFAS 161, curb managerial opportunism.

41

PROGRAM OF PARALLEL SESSION 11
Session 11：Volitility & Options(B)
Time:16:00-17:40，December 5

11-1
16:00-16:25

11-2
16:25-16:50

11-3
16:50-17:15

11-4
17:15-17:40

Chair: Pascal FranÁois

Title

Psychological Barriers and Option Pricing in A Local Volatility Model

Speaker

Guangli XU, University of International Business and Economics

Discussant

Rui Zhou

Title
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Speaker

Wei GUO, University of Otago

Discussant
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Discussant
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11-1 TITLE：

Psychological Barriers and Option Pricing in A Local Volatility Model

AUTHORS:

Dan Li, Lixin Liu, Guangli Xu
University of International Business and Economics
Email: xuguangli@uibe.edu.cn

ABSTRACT: In this paper, we investigate the possible existence of psychological barriers in the SSE 50
Index and find that the volatility of the index returns and the implied volatility around psychological barriers
are significantly different. To capture this special behavior, a local volatility model (LVM) is introduced, and
the price of the European call option is derived under this framework with the help of the Laplace transform
approach. We also report the LVM's empirical performance relative to the Black-Scholes (BS) model, constant
elasticity of variance (CEV) model and Jang et al.'s threshold model and find that for 50ETF and S&P 500
option pricing, the LVM is superior to the other three models.

11-2 TITLE：

The Implied Volatility Smirk and Variance Risk Premium

AUTHORS:

Wei Guo, Xinfeng Ruan, Sebastian A. Gehricke, Jin E. Zhang
Accountancy and Finance Department, University of Otago
Email: wei.gou@postgrad.otago.ac.nz

ABSTRACT: In this paper, we study the pattern of S\&P 500 index (SPX) options implied volatility (IV)
curves and their predictive ability for the variance risk premia (VRP). We find that the commonly-accepted
SPX IV smirk shape is driven by the global financial crisis (GFC) period. We find that the daily and monthly
VRP can be significantly predicted by the IV factor term spreads. The level factor (at-the-money IV) term
spread shows significant predictive power for all our monthly VRP proxies, namely the investable variance
swap and S\&P 500 straddle returns in both in-sample and out-of-sample tests. At the daily frequency variance
swap returns can be predicted in-sample, but only the straddle returns can be predicted out-of-sample. This
disparity is likely due to monthly variance returns aligning more with the expectation horizons of the quantified
IV factors.
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11-3 TITLE：

Barrier Option Pricing Under a Markov Regime Switching Diffusion Model

AUTHORS:

Tianqi Zhang, Rui Zhou
School of Finance, Nankai University
Department of Applied Mathematics, The Hong Kong Polytechnic University
Email: rui.zhou@connect.polyu.hk

ABSTRACT: In this paper, we consider the pricing of barrier options under a Markov regime switching
diffusion model. The proposed model incorporates various changes in economic conditions and business and
investment environments into the diffusion process, which captures some important stylized facts on asset
returns such as asymmetry and heavy tail. Under the proposed model, we provide the closed-form upper and
lower bounds of barrier options. Bounds can be also improved systemically to obtain tighter bounds. The
numerical results present that our pricing solution is highly effective and our work substantially extends the
existing studies.

11-4 TITLE：

Pricing VIX Options with Realized Volatility

AUTHOR:

Chen Tong
National School of Development, Peking University
Email: tongchen@pku.edu.cn

ABSTRACT: It is well known that realized measures of volatility, which are computed from
high-frequency intraday data, provide accurate measurements of the latent volatility process. We investigate the
role of realized volatility in pricing VIX options using the GARV model (Christoffersen et al., 2014), and the
Realized GARCH model (Hansen et al., 2012). A closed-form pricing formula for the (affine) GARV model is
developed. For the (non-affine) log-linear Realized GARCH model, we introduce a novel approximation
approach to derive its analytical pricing formula. We show that the newly proposed approximation method is
fast, with a high degree of accuracy. An extensive empirical application on VIX options from 2006 to 2020
shows that models with realized volatility significantly outperform conventional GARCH-type models based on
daily returns only. Among these, the Realized GARCH model provides the best pricing performance due to its
fewer constraints and a more flexible modeling structure. Our results hold both in-sample and out-of-sample.
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12-1 TITLE：

Intermediary Asset Pricing in Carry Trade Returns

AUTHORS:

Libo Yin, Jing Nie
Central University of Finance and Economics
Email: niejing0203@126.com

ABSTRACT: This paper examines how intermediary capital risk (IC) is priced in currency carry trade. We
find that, in both in-sample and out-of-sample settings, IC possess strong explanatory power for time-series
currency excess returns. IC is also a key driver of currency excess returns with positive risk price in the
cross-section, suggesting that financial intermediaries are marginal investors in currency markets. Moreover,
currencies are more sensitive to negative IC due to the amplification effect of capital constraints under
economic downturn. We also find the heterogeneity effect of IC of which significant only for emerging
economies. We further glean insight into the economic channel of the relation and find it stems from the
influence of IC on intermediary’ risk aversion.

12-2 TITLE：

CDS Slope and the Cross Section of Options Returns

AUTHORS:

Yukun Shi, Hao Zhang, Dun Han; Pei Liu, Yaofei Xu
University of Glasgow; Newcastle University
Email: h.zhang.2@research.gla.ac.uk

ABSTRACT: CDS spread contains information of downside risk, which is also related to jump and
volatility risk. In this paper, Westudy the cross-section of stock option returns by sorting stocks on the relative
CDS slope, CDS slope and z-score calculated from the error term of regression between 5-year CDS spread and
1-year CDS spread into quintile portfolios. We find CDS slope can be predict by idiosyncratic stock volatility
jump and relative CDS slope can predict future straddle return. Zero cost long-short strategy, which trade
straddle sorted by relative CDS slope, can produce significant 0.62% monthly return.

46

PARALLEL SESSION 12 – FX Markets(B)
12-3 TITLE：

Trading Places: Spot Rate Jumps, Price Discovery and the Forward Premium Puzzle

AUTHORS:

Gbenga Ibikunle, Qiao Sun, Vito Mollica
University of Edinburgh, RoZetta Institute, Macquarie University
Email: qiao.sun@rozettainstitute.com

ABSTRACT: We investigate informational efficiency in the foreign exchange market in the presence of
news-induced currency spot rate jumps. The currency forward rate leads price discovery during normal trading
periods, while the currency spot rate leads price discovery during volatile periods. This is linked to investors’
overreaction to new information, which in turn induces jumps in the currency spot rate; the overreaction drives
a timelier incorporation of information into the spot rate. We also find that forward premiums are near unbiased
predictors of innovations in the spot rate during normal trading periods and significantly less so during volatile
periods. These findings imply that investors’ overreaction to new information contained in news releases results
in weakening the informational efficiency of the forward rate.
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