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Parameter estimation of stochastic volatility model with jump

Liu Limin, Wan Mengran

(College of Mathematics and Information Science, Henan Normal University, Xinxiang 453007 , China)

Abstract : This paper discusses the parameter estimation problem in the stochastic volatility model with jumps. It is as-

sumed that the jump process obeys the double exponential jump and the volatility term obeys the Heston model. Firstly, the

Lee-Myland method is used to identify the jump part, and the maximum likelihood method is used to estimate the parameters

of the jump part. Then the diffusion part is discretized and the parameters of the diffusion term are estimated by the maximum

likelihood method. Finally, we use the historical data of the Shanghai Composite Index 2015—2018 years for empirical analysis.

The experimental results show that the method can effectively estimate the parameters of the stochastic volatility model with

jump.

Keywords: stochastic volatility; LM method; maximum likelihood estimation
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