























3.5

25

15

0.5

Empirical Stochastic Volatility and Black-Scholes density functions
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Rates of mean reversion: 1,10 and 100
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Rates of mean reversion: 250,500 and 1000

T T T T
i VLY A AM,
W~ WVW\/\/V\[V \MW VV \/\/WVW\/\/VW

0 500 1000 1500 2000 2500 3000 3500 4000
'A/x\/\/\/\ /\V_ [\v\/\lf\ A ,J\V . \//\f\ A el A\«/ - VI\\/\/"\,\/’\/AVA /\\N

| | \/ | | | W/ | V
0 500 1000 1500 2000 2500 3000 3500 4000
% i\ \//\ A \/\/\V V‘/\,\/‘A’V\/\/ \,F\/\/\IA\/ \/Avvv VA\/W Sy A

| | | | | | |
0 500 1000 1500 2000 2500 3000 3500 4000




Spectra for segments 1,2,4 - 1994 S&P 500 DATA
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Spectra for segments 1,2,4 - SIMULATED DATA
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