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Abstract: The estimation of implied volatility surface is one core part of option pricing, and the term structure of implied
volatility is an important part of the surface. This report analyses future volatility and implied volatility by taking historical
volatility as a conditional variable, discusses the differences between them, and finally gives an empirical example. From the
results, we can see that the pricing efficiency of option market has been increasing since 2016, but there is still pricing arbitrage
space under proper capital management, which indicates that the volatility term structure analysis exhibit practical usage in
option pricing and trading enhancement.
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