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Semiparametric models for financial volatility. Preliminary report.

We propose a semiparametric method for modeling the autoregressive conditional heteroscedasticity for prediction of

volatility in financial time series. With the generalized autoregressive conditional heteroscedasticity (GARCH) as an

initial parametric estimate, we update the model based on bivariate Bernstein basis polynomials by using the functional

gradient descent (FGD) algorithm with a normal likelihood loss function. We evaluate the model through simulated and

real data. The results demonstrate its strong predictive potential for financial volatility. (Received September 22, 2015)
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