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Asymmetric Information, Option Game and Stock Price Volatility

Zhang Pu, Gao Chuansan, Yang Junhan

Abstract: Based on the hypothesis of the asymmetric information and the idea of option game to
construct the model of stock volatility value, from the perspective of the composition contribution
rate of stock price (i. e. volatility premium) to describe the stock price volatility, the relationship
between information and volatility is analyzed. The results show that the degree of information a-
symmetry significantly enlarges the effects of other factors on the volatility value, even causes the
transformation between the volatility risk and the volatility value; cash dividend rate is the prima-
ry factor affecting the stock volatility value, and the two parts have a negative correlation; the
larger expected average volatility rate leads to an increase in the absolute volatility value; the
change rate of volatility, as an index reflecting the degree of volatility variability, may bring addi-
tional trading opportunities to market participants, thereby changing the direction of the volatility
value; but they are all influenced and restricted by information. The research results further im-
prove the study of stock volatility in the field of asset pricing and provide the theoretical reference
for regulatory authorities to strengthen the market information construction and standardize the
information disclosure policies of listed companies.

Keywords: asymmetric information; option game; stochastic volatility; volatility value
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