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Study of Stocks’ Volatility Value Based on Heterogeneous Beliefs
from Informational Perspective

ZHANG Pu,CHEN Liang, CAO Qilong
School of Business, Changzhou University, Changzhou 213164, China

Abstract : The classical financial theory usually takes the volatility as one of the influencing factors of stocks’ liquidity value and
regards it as risk, yet rarely introduces it into the asset pricing model as an independent factor and analyzes its role in the process
of stock pricing form a view of both risk and value.

Based on the heterogeneity assumption of market participants, the paper distinguishes value-oriented investors and market-o-
riented investors; from informational perspective, the paper sees the difference between informed traders and noise traders; using
No-arbitrage Principle and Option Game Theory, the paper sets up the stocks’ volatility value model from informational perspec-
tive . Then, using the Least Squares Monte Carlo Simulation and Harsanyi Transformation, the paper analyzes the distribution
characteristics of stocks’ volatility value under the conditions of incomplete or asymmetric information , discusses how the cash div-
idend, volatility level, asymmetric information and time parameter will affect on the stocks’ volatility value.

The results show that information asymmetry is the dominated factor in determining stocks’ volatility value, and will signifi-
cantly enlarge the effects of cash dividend rates, volatility level and time parameters. Asymmetric information may also enhance
the contribution of volatility value in the stocks’ prices structure, and even change the market participants’ preferences and be-
liefs, cause their transformation between value-oriented and market-oriented. However, instead of changing the direction of vola-
tility value, the incomplete but symmetrical information condition can only play a role in reducing and disturbing the size of vola-
tility value. In addition, information advantages will make the market participants to be more sensitive to the changes in volatility
level and each unit variation of volatility level will lead to a larger change of stocks’ volatility value. No matter what kind of infor-
mation condition is, stocks’ volatility value will always decline with the increase of stocks’ cash dividend level. Regardless of
whether it is value of risk, the absolute value of stocks' volatility value will keep increase with the extension of time parameters.

The study suceessfully explains how the informational level and status will influence stocks’ price behavior. In detail, it ana-
lyzes the interactive mechanism and patterns of stocks’ volatility value. As a whole, it may improve the modern assets pricing the-
ory. In practice, for regulators, it will provide theoretical evidence to further improve the system construction, strengthen infor-
mation supervision, and regulate the behavior of the listed company information disclosure. And for market participants, it may
help to recognize the formation process of stock price, understand the market microstructure characteristies, then improve the effi-
ciency of investment decision, and avoid the investment risk.
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