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User manual is for both desktop version 

and web version of implied - volatility 

calculator

The desktop and web implied -volatility 

calculators are the same software. For the 

desktop version, additional capabilities are 

enabled. 

With both versions of the calculator, you can:

ÁFind implied volatilities for American - or 

European -style calls and puts .

ÁChoose the Black -Scholes -Merton model or 

any of three binomial models .

ÁFind implied vols for bid, ask and bid -ask-

average prices .

ÁCalculate value options would have if 

volatility of underlying were 0 %.

ÁTo preserve data points when market price 

of option is less than value would be with 

0% volatility, use Marlow negative implied 

volatility .

ÁCalculate trading days to expiration .

ÁFrom time -of-day of market data, calculate 

fractional days to expiration .

ÁWith click of a button, pull in latest Fed risk -

free rate yield -curve data.

ÁEnter expected lumpy dividends as 

percentage of underlying's price .

ÁType in implied volatilities and calculate 

option values .

With the desktop version, you also can:

ÁImport a CBOE-formatted option -chain file

ÁClick on the individual calls and puts for 

which you wish to calculate implied 

volatilities 

ÁBatch calculate implied volatilities for all the 

options in the chain

ÁExport all implied volatilities in an Excel -

friendly csv file

ÁImport the option -chain implied volatilities 

into the dynamic display engine

Check out web and desktop implied -

volatility and historical - volatility 

calculators at  

www.marlowfinancialmodeling.com /

impvol

At www.marlowfinancialmodeling.com/

impvol you can select the implied -volatility 

calculator that works best for you. You can 

download a historical -volatility calculator. You 

can find links to sources of market data to 

use with the calculators. 

http://www.marlowfinancialmodeling.com/impvol
http://www.marlowfinancialmodeling.com/impvol
http://www.marlowfinancialmodeling.com/impvol
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Free download of demo/student version that works on Saturdays, Sundays and on exchange holidays

To download the demo/student version of the new option-chain implied volatility calculator and dynamic display engine, go to www.marlowfinancialmodeling.com/impvol. 

The demo/student version does everything the fully operable version does. However, it works only on Saturdays, Sunday and other days on which the exchanges are 

closed. 

Save or move files to a location near 

your root or C: drive or on your desktop. 

Otherwise they will not work. 

If, for the desktop version, you bury .exe 

files deep within your hierarchy of folders, 

the .exe will not run. You will get an error 

message that says something about a 

problem with an . INI file and Pathname.

The applications run only on Windows. To 

move them around, click and drag their title 

bars at the top. 

If, when you try to open a file, you get an 

error message , chances are youôve saved the 

files to a location too far away from your C: 

drive. If, when you try to save a file, you get 

an error message , chances are youôre trying 

to save the file to a location too far away 

from your C: drive. 

The softwareôs open file and close file 

capabilities are limited to combinations of file 

path and names that contain a maximum of 

126 characters. 

Also, if you try to open a file that is already 

open in another application, you will get an 

error message . If you try to open a file that 

is selected in another application, you may 

get an error message .

Allow application to initialize before you 

double -click other fileôs .exe.

If you double click the calculator .exe file and 

then immediately double click the display 

engineôs .exe file, the first file may not finish 

opening. Give one file time to initialize before 

you open the other. 



Are you reading this book on screen?

If youôre reading this book on screen in Adobe Acrobat, to get it to fill up the entire screen, hold down the Ctrl key on your keyboard and, while you have the Ctrl key down, 

tap the L key. 

To go back to the smaller view, do Ctrl + L again. 

If youôre running Acrobat inside a browser window, save the book to your hard drive; start Acrobat as a stand-alone program; open the book with Acrobat.

Jump between book and calculator.

Hereôs the easiest way to jump back and forth 

between the book and the calculator: Hold 

down the Alt key on your keyboard and, while 

the Alt key is down, keep tapping the tab key 

on your keyboard until you land on the icon 

for the calculator or book; then release both 

keys. 

Ordinarily Alt + Tab should take you back and 

forth between the calculator and the book. If 

you fiddle around with your computer screen 

resolution, you may be able to get all 

elements in both the calculator view and the 

Adobe Acrobat view to appear in identical 

screen locations. 

Are you reading this book on screen?

If youôre reading this book on screen in 

Adobe Acrobat, to get it to fill up the entire 

screen, hold down the Ctrl key on your 

keyboard and, while you have the Ctrl key 

down, tap the L key. 

To go back to the smaller view, do Ctrl + L 

again. 

If youôre running Acrobat inside a browser 

window, save the book to your hard drive; 

start Acrobat as a stand -alone program; open 

the book with Acrobat.
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Calendar days or Trading days? 

The calculator can count days to expiration and otherwise work in either calendar days or trading days. A year has 252 trading days. 

The calculator can count calendar days much more quickly than it can trading days. The difference in speed is most noticeable when youôre working with lumpy dividends 

and when youôre calculating implied volatilities for an entire option chain. 

If you wish to work in calendar days, in the Days/Year field, enter 365.

If you wish to work in trading days, in the Days/Year field, enter 252.

For links, go to 

marlowfinancialmodeling.com / impvol

This user manual refers you to web sites 

from which you can obtain data and 

information. You can find links to those web 

sites at 

www.marlowfinancialmodeling.com/impvol .

To follow examples, use sample data

In its example, the user manual uses a 

number of different data files. If you wish to 

follow along with the user manual, you can 

download the data files from 

www.marlowfinancialmodeling.com/impvol/m

arlow_imp_vol_data , thatôs 

www.marlowfinancialmodeling.com/impvol/

marlow_imp_vol_data .
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Pull in Federal Reserve interest-rate data. Automatically calculate the risk-free rate that corresponds to your optionôs time toexpiration. 

To calculate an optionôs implied volatility, the calculator needs the risk-free rate that corresponds to the optionôs time to expiration. With the Marlow Implied Volatility 

Calculator, you can pull in current interest-rate data from the Fedôs H.15 daily update. Then, when you find the optionôs time to expiration, the calculator automatically 

calculates the risk-free rate that corresponds to the time to expiration. 

To pull in Fed data, you have to be on - line. 

Click [Get Fed Data] . 

The button flashes while itôs retrieving the 

data. 

If the button flashes longer than you have 

the patience for, you can abort the 

connection and open an H.15 daily update 

from your hard drive. 

While youôre waiting, turn to the next page 

of this user manual.

Pull in Federal Reserve interest - rate 

data. Automatically calculate the risk -

free rate that corresponds to your 

optionôs time to expiration. 

To calculate an optionôs implied volatility, the 

calculator needs the risk - free rate that 

corresponds to the optionôs time to 

expiration. With the Marlow Implied Volatility 

Calculator, you can pull in current interest -

rate data from the Fedôs H.15 daily update. 

Then, when you find the optionôs time to 

expiration, the calculator automatically 

calculates the risk - free rate that corresponds 

to the time to expiration. 
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The calculator obtains the latest H.15 update from 

http//www.federalreserve.gov/releases/h15/Update/h15upd.txt



If youôre running an internet-security program, you may have to give the implied-volatility calculator permission to connect with the Federal Reserveôs web site. 

If that doesnôt work, download the latest H.15 update from http//www.federalreserve.gov/releases/h15/Update/h15upd.txt . 

Save it to your hard drive and skip to the instructions on opening an H.15 update.

Make sure you download a .txt file; not an .html file.
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If youôre running an internet-security program, you may have to 

give the implied -volatility calculator permission to connect with 

the Federal Reserveôs web site. 

If that doesnôt work, download the latest H.15 update from 

http//www.federalreserve.gov/releases/h15/Update/h15upd.txt . 

Save it to your hard drive and skip to the instructions on opening 

an H.15 update.

Make sure you download a .txt file; not an .html file.



After the calculator has pulled in and read the H.15 release, it displays a report. Scroll to the bottom of the report. 

After the calculator has pulled in and read 

the H.15 release, it displays a report. Scroll 

to the bottom of the report. 
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The bottom of the report shows the simple risk-free rates the calculator will use to compute the geometric risk-free rate that corresponds to your optionôs time to expiration.

Click [OK]. 

The bottom of the report shows the simple 

risk - free rates the calculator will use to 

compute the geometric risk - free rate that 

corresponds to your optionôs time to 

expiration.

Click [OK] . 
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If you want to save a copy of the H.15 update to your hard drive for later off-line use or if you want to edit the rates the calculator will use, click [Edit]. (If you havenôt already 

done so, you have to click [OK] before the [Edit] button will appear.) 

In the desktop version of the calculator, if 

you want to save a copy of the H.15 update 

to your hard drive for later off - line use or if 

you want to edit the rates the calculator will 

use, click [Edit] . (If you havenôt already 

done so, you have to click [OK] before the 

[Edit] button will appear.) 
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If you want to use interest rates as of some date other 

than the current day, you can obtain historical H.15 

interest rates from 

http://www.federalreserve.gov/Releases/H15/default.ht

m

Scroll down that web page to find the H.15 for the date 

in which you are interested. 



Edit brings up the complete H.15 update that was obtained from the Federal Reserve. All but one of the rates the calculator will use are Treasury constant maturities 

nominal rates. The calculator will use the latest rates which are those in the right-most column. If you want to change any of these rates, edit the rates in the right-most 

column. 

In the desktop version of the calculator, Edit 

brings up the complete H.15 update that was 

obtained from the Federal Reserve. All but 

one of the rates the calculator will use are 

Treasury constant maturities nominal rates. 

The calculator will use the latest rates which 

are those in the right -most column. If you 

want to change any of these rates, edit the 

rates in the right -most column. 
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The calculator uses the Federal funds rate as a one-day rate. If you want to change the rate, edit the rate in the right-most column.

In the desktop version of the calculator, a fter 

you have reviewed or edited the H.15 

update, to save it, click [Save] .

Editing the report does not change the data 

that the calculator will use. To change the 

data the calculator will use, you must save 

and then re -open the report. 

If you do not want to save the report, click 

[Cancel] .

The calculator uses the Federal funds rate as 

a one -day rate. If you want to change the 

rate, edit the rate in the right -most column.
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To use an H.15 update that you have edited and saved or downloaded and saved or saved previously, click [Open]. Review the data. Click [OK].

In the desktop version of the calculator, t o 

use an H.15 update that you have edited and 

saved or downloaded and saved or saved 

previously, click [Open] . Review the data. 

Click [OK] .
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When you get or open H.15 data, the calculator automatically turns on the Use H.15 Data circle. Should you for some reason want to enter interest rates yourself, turn on 

the Manual Entry circle. You cannot run an entire option chain with the interest rates set to manual entry.

To see the calculator calculate the geometric risk-free rate for a given number of days to expiration, type in an option-expiration date. Then click [Find days to expiration].

When you get or open H.15 data, the 

calculator automatically turns on the Use 

H.15 Data circle. Should you for some 

reason want to enter interest rates yourself, 

turn on the Manual Entry circle. You cannot 

run an entire option chain with the interest 

rates set to manual entry.

To see the calculator calculate the geometric 

risk - free rate for a given number of days to 

expiration, type in an option -expiration date. 

Then click [Find days to expiration] .
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Using a CBOE formatted option-chain file saves time.

The implied-volatility calculator now allows you to import CBOE-formatted files. Before you can import a file, you have to save it to your hard drive. If you do not have 

another source for a CBOE-formatted file of an option chain, you can obtain a delayed-quote file for free from 

Using a CBOE formatted option - chain 
file saves time.
The desktop version of the implied -volatility 
calculator allows you to import CBOE -
formatted files. Before you can import a file, 
you have to save it to your hard drive. If you 
do not have another source for a CBOE -
formatted file of an option chain, you can 
obtain a delayed -quote file for free from 
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http//www.cboe.com/DelayedQuote/QuoteTableDownload.aspx



At the CBOE site, enter the symbol of the underlying in which youôre interested.

Click [Download].

At the CBOE site, enter the symbol of 

the underlying in which youôre 

interested.

Click [Download] .

Save the .dat file to your hard drive. 

Give it a name you can recognize. 

Keep the .dat name extension.

http//www.cboe.com/DelayedQuote/QuoteTableDownload.aspx

16

../../../../execeditingdotcom/public_html/JMProtected/BooksForSale/ImpVolRetail/http/www.cboe.com/DelayedQuote/QuoteTableDownload.aspx


To see what a CBOE-formatted file of an option chain looks like, open it in Excel. 

Note the row and column that each piece of data is in. 

If an option chain has more than one option with the same strike price and expiration, the calculator will recognize only the first option with that strike price and expiration. 

To see what a CBOE -formatted file of an 

option chain looks like, open it in Excel. 

Note the row and column that each piece of 

data is in. 

If an option chain has more than one option 

with the same strike price and expiration, 

the calculator will recognize only the first 

option with that strike price and expiration. 
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Once you have saved a CBOE-formatted file to your hard drive, click [CBOE File]. 

Open a CBOE-formatted .dat or .csv file that you have saved. 

Once you have saved a 

CBOE-formatted file to 

your hard drive, click 

[CBOE File] . 

Open a CBOE -formatted 

.dat or .csv file that you 

have saved. 
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The first seven options in the file open in the CBOE column. You can scroll down to the rest of the options in the chain.

The first seven options in the file open in the 

CBOE column. You can scroll down to the 

rest of the options in the chain.
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For option style, click American or European. 

Pick an option model: Black-Scholes-Merton; Cox, Ross and Rubinstein; Equal Probabilities or General Additive. 

The Black-Scholes-Merton model does not accurately value American-style puts or American-style calls on underlyings that pay dividends. 

If you select one of the binomial models: Cox, Ross and Rubinstein; Equal Probabilities or General Additive; enter a binomial N.

For option style, click American or 

European . 

Pick an option model: Black -Scholes -Merton; 

Cox, Ross and Rubinstein; Equal Probabilities 

or General Additive. 

The Black -Scholes -Merton model does not 

accurately value American -style puts or 

American -style calls on underlyings that pay 

dividends. 

If you select one of the binomial models: 

Cox, Ross and Rubinstein; Equal Probabilities 

or General Additive; enter a binomial N. 
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To learn more about the different models and 

binomial N, see my seminar notes: How to 

Value Stock Options in Divorce 

Proceedings. To download the seminar 

notes, go to 

http ://www.marlowfinancialmodeling.com.



Dividends can make a big difference in the calculation of implied volatilities and option values.

If the underlying pays dividends, you have to enter the dividend yield or lumpy dividends manually. 

To enter dividend yield, click [Enter Dividend Yield]. 

Type the annual continuous dividend yield in the box at the bottom of the dividend column. 

Dividends can make a big difference in 

the calculation of implied volatilities and 

option values.

If the underlying pays dividends, you have to 

enter the dividend yield or lumpy dividends 

manually. 

To enter dividend yield, click [Enter 

Dividend Yield] . 

Type the annual continuous dividend yield in 

the box at the bottom of the dividend 

column. 
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If the underlying pays lumpy dividends, click [Display Dividend Schedule].

You enter up to four expected dividends per year as percentages of the prevailing stock price. To help you figure out what those percentages are likely to be, the calculator 

can convert a dividend dollar amount to a percentage for you. 

Type in the amount you would expect the dividend to be if the current price were the market price of the underlying on the ex-dividend date. 

Click the [Convert] button.

If the underlying pays lumpy dividends, click 

[Display Dividend Schedule] .

You enter up to four expected dividends per 

year as percentages of the prevailing stock 

price. To help you figure out what those 

percentages are likely to be, the calculator 

can convert a dividend dollar amount to a 

percentage for you. 

Type in the amount you would expect the 

dividend to be if the current price were the 

market price of the underlying on the ex -

dividend date. 

Click the [Convert] button.
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You get the dollar amount as a percentage of the asset price.

You get the dollar amount as a percentage of 

the asset price.
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For the dividends you expect to be paid each year, type in the month and day of each expected ex-dividend date and the percentage of the expected dividend.

For the dividends you expect to be paid each 

year, type in the month and day of each 

expected ex -dividend date and the 

percentage of the expected dividend.
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When you click the [Calculate net present value] button, the calculator calculates the present value of the dividend stream for date range that you have in the start-date to 

expiration-date fields. 

The calculator displays the present value in the dividends column of the calculator. 

When you change the start and expiration dates and calculate implied volatilities or option values and when you run all, the calculator automatically re-

calculates the present value of the dividend stream for optionsô times to expiration.

When you click the [Calculate net present 

value] button, the calculator calculates the 

present value of the dividend stream for date 

range that you have in the start -date to 

expiration -date fields. 

The calculator displays the present value in 

the dividends column of the calculator. 

When you change the start and 

expiration dates and calculate implied 

volatilities or option values and when 

you run all, the calculator automatically 

re - calculates the present value of the 

dividend stream for optionsô times to 

expiration.
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Click [Close Dividend Schedule]. 

To value options on underlyings that pay lumpy dividends, the Black-Scholes-Merton model pretends that, to fund dividends, the net present value of the dividend stream is 

set aside at the beginning of the optionôs time to expiration. For a fuller explanation of this methodology, see Option Pricingð Black-Scholes Made Easy by Jerry Marlow 

available at www.marlowfinancialmodeling.com. 

The Cox, Ross and Rubinstein; Equal 

Probabilities and General Additive models 

evaluate the effect of the dividends at each 

node of a binomial tree. 

To learn more about binomial methodologies, 

see my seminar notes, How to Value Stock 

Options in Divorce Proceedings available 

at www.marlowfinancialmodeling.com. 

Click [Close Dividend Schedule]. 

To value options on underlyings that pay 

lumpy dividends, the Black -Scholes -Merton 

model pretends that, to fund dividends, the 

net present value of the dividend stream is 

set aside at the beginning of the optionôs 

time to expiration. For a fuller explanation of 

this methodology, see Option Pricing ð

Black - Scholes Made Easy by Jerry Marlow 

available at 

www.marlowfinancialmodeling.com. 
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Once youôve gotten the H.15 data, set the days per year, opened a CBOE-formatted file of an option chain, selected the option style, chosen a model, and entered 

dividends or dividend yield (if any), to obtain the implied volatilities for a call and a put with the same time to expiration, click on the options in the chain in which youôre 

interested. 

In the example, we click on the 

[2008 Jan 70.00] options.

Russell 2000 index (RUT) pays dividend 

yield. 

If fact, the Russell 2000 pays a dividend 

yield of around 1.49%. We enter that here. 

Entering the dividend yield replaces the 

lumpy -dividend data we entered earlier. 
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Once youôve gotten the H.15 data, set the days per year, opened a CBOE-formatted file of an option chain, selected the option style, chosen a model, and entered 

dividends or dividend yield (if any), to obtain the implied volatilities for a call and a put with the same time to expiration, click on the options in the chain in which youôre 

interested. 

In the example, we click on the 

[2008 Jan 70.00] options.

Once youôve gotten the H.15 data, set the 

days per year, opened a CBOE -formatted file 

of an option chain, selected the option style, 

chosen a model, and entered dividends or 

dividend yield (if any), to obtain the implied 

volatilities for a call and a put with the same 

time to expiration, click on the options in the 

chain in which youôre interested. 

In the example, we click on the 

[2008 Mar 750.00] options.
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For the options that you click on, the calculator fills in the data for the call and put. It calculates the optionsô times toexpiration and the present value of the dividend stream 

for the optionsô times to expiration.

The calculator calculates separate implied volatilities for the call bid price, the call bid-ask average price, the call ask price, the put bid price, the put bid-ask average price 

and the put ask price.

The calculator also calculates the values that the options would have if the underlying had a volatility of zero. 

For the options that you click on, the 

calculator fills in the data for the call and 

put. It calculates the optionsô times to 

expiration and the present value of the 

dividend stream for the optionsô times to 

expiration.

The calculator calculates separate implied 

volatilities for the call bid price, the call bid -

ask average price, the call ask price, the put 

bid price, the put bid -ask average price and 

the put ask price.

The calculator also calculates the values that 

the options would have if the underlying had 

a volatility of zero. 
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To use web version of calculator, enter 

option data manually

If youôre using the web version of the 

calculator or if you just want to perform 

calculations for a single option, tab from field 

to field and enter manually the information 

that each field calls for. 

If you want to calculate implied volatilities, 

fill in market prices. Leave implied volatilities 

and zero -vol $ values blank. 

If you want to calculate option values, fill in 

volatilities and leave option prices and zero -

vol $ values blank.



Here we look at a different option: the 

2006 Jun 50.00.

We see that the call bid price is $6.10; the zero-volatility value is $6.1138. The call bid price is less than the value the option would have if the underlying had a volatility of 

zero. Hence, the implied-volatility calculator cannot calculate an implied volatility for this price. 

You are in danger of losing this data point. What to do? 

My solution is a procedure Iôm eponymously calling Marlow Negative Implied Volatility (MNIV). 

Here we look at a different option: the 

2007 Sep 670.00.

We see that the call bid price is $106.50; the 

zero -volatility value is $108.0065. The call 

bid price is less than the value the option 

would have if the underlying had a volatility 

of zero. Hence, the implied -volatility 

calculator cannot calculate an implied 

volatility for this price. 

You are in danger of losing this data point. 

What to do? 

My solution is a procedure Iôm eponymously 

calling Marlow Negative Implied Volatility 

(MNIV ). 
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Turn on the Marlow Negative Imp Vols

circle.

Click [Calculate Implied Vols] or again 

click the [2007 Sept 670.00] options in the 

chain.



The Marlow Negative Implied Volatility for the call bid price is -22.9080%. 

Yes, I know: Thereôs no such thing as negative volatility. But this procedure saves the data point in a relativistic way.

For market prices that are lower than the theoretical prices that a zero volatility would give, this calculator calculates MNIV as follows:

1) Calculate the theoretical value the option would have if the volatility of the underlying were zero, for example: 

$6.1138. 

2) Subtract the market price from the zero -

volatility price: 

$108.0065 - $106.50 = $1.5065.

3) To the zero -volatility theoretical value, 

add the difference: 

$108.0065 + $1.5065 = $ 109.5130

4) Find the implied volatility for the 

augmented zero -volatility theoretical value:

36.5458%

5) Call this the optionôs Marlow Negative 

Implied Volatility. 

- 36.5458 %

As long as you remember that there is no 

such thing as negative volatility, this fanciful 

measure shouldnôt get you into too much 

trouble. If it does, you're on your own. 

The Marlow Negative Implied Volatility for 

the call bid price is -36.5458%. 

Yes, I know: Thereôs no such thing as 

negative volatility. But this procedure saves 

the data point in a relativistic way.

For market prices that are lower than the 

theoretical prices that a zero volatility would 

give, this calculator calculates MNIV as 

follows:

1) Calculate the theoretical value the option 

would have if the volatility of the underlying 

were zero, for example: 

$108.0065. 
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Calculate Option Values from Expected Volatilities 

If you wish to calculate option values instead of implied volatilities, type the volatilities you expect into the implied-volatility fields. 

Click [Calculate Option Values].

Calculate Option Values from Expected 

Volatilities 

If you wish to calculate option values instead 

of implied volatilities, type the volatilities you 

expect into the implied -volatility fields. 

Click [Calculate Option Values] .

32



Using all the information you have filled in and the settings you have selected, the model calculates and displays the theoretical values of the options. It also calculates the 

values the options would have if the underlying had an expected volatility of zero.

Using all the information you have filled in 

and the settings you have selected, the 

model calculates and displays the theoretical 

values of the options. It also calculates the 

values the options would have if the 

underlying had an expected volatility of zero.
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To get us back to implied volatilities, click on the [2007 Jan 65.00] option in the chain.

To get us back to implied volatilities, click on 

the [2007 Sep 670.00 ] option in the chain.
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Letôs go to back to working in calendar days. In the Days/Year field, type in 365.

Calculate Implied volatilities for All the Options in the Chain

Once you are satisfied that you have all the settings the way you want and the correct dividends entered, you can calculate implied volatilities for all the options in the chain 

with the click of one button. 

Click [Run All].

Calculate Implied volatilities for All the 

Options in the Chain

Once you are satisfied that you have all the 

settings the way you want and the correct 

dividends entered, you can calculate implied 

volatilities for all the options in the chain 

with the click of one button. 

Click [Run All] .

35



The calculator calculates all the implied volatilities and asks you to save the results as a file of comma separated valuesð that is, a .csv file.

Give the file a name you will recognize. Save it in a location you can find. 

If you forget which option chain you were working on, look at the bottom left of the report. The stock symbol, current price and as-of date and time appear there. 

The calculator calculates all the 

implied volatilities and asks you to 

save the results as a file of comma 

separated values ð that is, a .csv file.

Give the file a name you will 

recognize. Save it in a location you 

can find. Be sure to save the file to a 

location near your C: or root drive. If 

you get an error message, youôre 

probably trying to bury the file too 

deeply in your hierarchy of folders. 

If you forget which option chain you 

were working on, look at the bottom 

left of the report. The stock symbol, 

current price and as -of date and time 

appear there. 
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You can open the .csv file in Excel and do with it whatever wizardry you want. To get the file to show up in the Excel open-file dialogue, ask to see files of type All Files(*.*)

Select the file and open it. 

You can open the .csv file in 

Excel and do with it whatever 

wizardry you want. To get the 

file to show up in the Excel 

open - file dialogue, ask to see 

files of type All Files(*.*)

Select the file and open it. 
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To see all the calculations results, scroll to the right.

38

To see all the calculations 

results, scroll to the right.



When you launch the implied-volatility display engine, it opens to a mostly blank screen. To open a file that you exported from the implied-volatility calculator, click [Open].

When you launch the implied -volatility 

display engine, it opens to a mostly blank 

screen. To open a file that you exported from 

the implied -volatility calculator, click [Open] .
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The open-file dialogue appears. 

Find the file exported from the Marlow Implied Volatility Calculator that you wish to open. 

If you already have the file open in Excel or in some other application, you will not be able to open it here. Before trying to open it here, in the application in which it is open, 

close the file or do a ñSave Asò and give the file a different name or a different type. 

The open - file dialogue appears. 

Find the file exported from the Marlow 

Implied Volatility Calculator that you wish to 

open. 

If you already have the file open in Excel or 

in some other application, you will not be 

able to open it here. Before trying to open it 

here, in the application in which it is open, 

close the file or do a ñSave Asò and give the 

file a different name or a different type. 
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Select the file you wish to open.

Click [Open].

Select the file you wish to open.

Click [Open] .
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When you open a file, the display engine cycles through the information in the file you have opened. 

Once it stops, weôll simplify and examine what weôre looking at. 

When you open a file, the display engine 

cycles through a little information and lands 

on one of the times to expiration in your data 

table. 

If, when you created the implied -volatility 

file, you had Marlow Negative Imp Vols 

turned on, the engine displays the ñnegative 

volatilitiesò in the area below the 0% 

volatility line. 

Almost always the negative area is scaled 

differently than the positive area. 
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To simplify the display, turn off all the buttons except the two [Call Ask] buttons.

Click and drag the scrubber knob  as far left as it will go. To make sure itôs at the earliest number of days to expiration, press the left-arrow key on your keyboard a couple 

of times.

On the right, we have the term structures of 

implied volatility based on the ask prices for 

call options. Each line represents the term 

structure of volatility for a different strike 

price. 

The Y-axis is implied volatility. The X -axis is 

the optionsô number of days until expiration. 

Implied volatility is different for different 

strike prices and for different times to 

expiration. 

A white band appears above the scrubber 

and runs through the volatilities at 18 days 

to expiration.

To simplify the display, turn off all the 

buttons except the two [Call Ask] buttons.

Click and drag the scrubber knob  as far left 

as it will go. To make sure itôs at the earliest 

number of days to expiration, press the left -

arrow key on your keyboard a couple of 

times.
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On the left, volatility smiles based on call-option ask prices appear for call options with the time to expiration given by the scrubber and white band on the right. 

The Y-axis is implied volatility. 

The X-axis is the different strike prices of the options. At the bottom of the chart, strike prices label the X-axis. At the top, the ratios of strike prices to the current asset price 

appears. Hence, at the top, 1.0 signifies an at-the-money option. 

Here the volatility smile shown on the left is 

based on call ask prices on options with 16.3 

days until expiration.

In this volatility smile, the lowest implied 

volatility is for the option with a strike price 

of $850. 

Drag the scrubber knob to the right. 

On the left, volatility smiles based on call -

option ask prices appear for call options with 

the time to expiration given by the scrubber 

and white band on the right. 

The Y-axis is implied volatility. 

The X -axis is the different strike prices of the 

options. At the bottom of the chart, strike 

prices label the X -axis. At the top, the ratios 

of strike prices to the current asset price 

appears. Hence, at the top, 1.0 signifies an 

at - the -money option. 
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As you drag the scrubber, on the left the volatility smile appears for the time to expiration shown by the scrubber on the right. If you look at the big dots under the white 

band on the right, you see that they are at the same heights as the ones in the volatility smile on the left.

In effect, as you drag the scrubber back and forth, you are moving through the term structure of implied volatility. The display on the left shows you slices of the term 

structure of implied volatility. Each slice is taken on the day indicated by the white band that, on the right, moves through the term structure. 

that, on the right, moves through the term 

structure. 

If youôre accustomed to working with 

volatility surfaces, the advantage of this 

display engine is that it can simultaneously 

display multiple ñsurfacesò. By taking slices 

dynamically, the engine can simultaneously 

display implied volatilities based on call -bid 

prices, call -ask prices, call bid -ask average 

prices, put -bid prices, put -ask prices, and 

put bid -ask average prices. A conventional 

volatility surface can display only one of 

these at a time.

As you drag the scrubber, on the left the 

volatility smile appears for the time to 

expiration shown by the scrubber on the 

right. If you look at the big dots under the 

white band on the right, you see that they 

are at the same heights as the ones in the 

volatility smile on the left.

In effect, as you drag the scrubber back and 

forth, you are moving through the term 

structure of implied volatility. The display on 

the left shows you slices of the term 

structure of implied volatility. Each slice is 

taken on the day indicated by the white band
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Click [Sweep].

For the option prices that are turned on, the display engine moves through the volatility smiles for the range of times to expiration. 

If, while the engine is sweeping or cycling through volatility smiles you want to interrupt the action, click in any blank area of the screen. 

To slow down the speed with which the display engine sweeps and cycles through volatility smiles, drag the speed knob to the left. 

To jump the scrubber and volatility smiles 

from expiration to expiration, use the left - or 

right -arrow key on your keyboard. 

To change the time to expiration by one day, 

use the up - or down -arrow key on your 

keyboard.

Click [Sweep] .

For the option prices that are turned on, the 

display engine moves through the volatility 

smiles for the range of times to expiration. 

If, while the engine is sweeping or cycling 

through volatility smiles you want to 

interrupt the action, click in any blank area 

of the screen. 

To slow down the speed with which the 

display engine sweeps and cycles through 

volatility smiles, drag the speed knob to the 

left. 
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To compare different term structures of volatility and volatility smiles, you can either turn buttons on and off or just mouse over them. 

Because one term structure of volatility often 

hides another, you may find it useful to 

mouse over different buttons and flash the 

term structures on top of one another. 

Whichever term structure you clicked or over 

which you moused most recently appears on 

top. 

To compare different term structures of 

volatility and volatility smiles, you can either 

turn buttons on and off or just mouse over 

them. 
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Here we see that, for call options with the same strike price and time to expiration, the call ask price always gives a higher implied volatility than the call bid price. 

Click [Cycle] . 

The display engine cycles through different 

comparisons. 

Here we see that, for call options with the 

same strike price and time to expiration, the 

call ask price always gives a higher implied 

volatility than the call bid price. 

48



When you want to get detailed information on a particular option you spot in the display engine, you can use the calculator in conjunction with the engine. 

Here we get the details on the 

[2006 June $62.50].

When you want to get detailed 

information on a particular option you 

spot in the display engine, you can use 

the calculator in conjunction with the 

engine. 

Here we get the details on the 

[ 2007 Nov $950.00 ] .
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Display and Compare Historical Volatility

The Implied Volatility Display Engine now allows you also to display a stock or indexôs historical volatility over a range ofreach-back periods and compare implied volatilities 

to historical volatilities. 

Display and Compare Historical Volatility

The Implied Volatility Display Engine now 

allows you also to display a stock or indexôs 

historical volatility over a range of reach -

back periods and compare implied volatilities 

to historical volatilities. 
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To use the historical-volatility module, first go to a site such as http//finance.yahoo.com and download a file of historical prices. 

To use the historical -volatility module, first 

go to a site such as http//finance.yahoo.com 

and download a file of historical prices. 
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If youôre getting historical prices from yahoo, after yahoo gives you the current quote, click [Historical Prices]. 
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If youôre getting historical prices from yahoo, 

after yahoo gives you the current quote, click 

[Historical Prices] . 



Scroll down. Save the prices as a csv file to a location where you can find it. 
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Scroll down. Save the prices as a csv file to a 

location where you can find it. 



To check the format of the file, open it in a spreadsheet such as Microsoft Excel. 

Make sure the price file has prices starting in the second row of the file and that adjusted-close prices are in the right-most column. Make sure the file starts with the most recent prices first. 

The Display Engine cannot open the file if you already have it open in Excel or in some other software. After youôve checked the format, close the file, or, if you want to keep it open, do a Save As 

and give it a different name or file extension. 
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To check the format of the file, open it in a 

spreadsheet such as Microsoft Excel. 

Make sure the price file has prices starting in 

the second row of the file and that adjusted -

close prices are in the right -most column. 

Make sure the file starts with the most 

recent prices first. 

The Display Engine cannot open the file if 

you already have it open in Excel or in some 

other software. After youôve checked the 

format, close the file, or, if you want to keep 

it open, do a Save As and give it a different 

name or file extension. 



Click the [Historical Vol] button.

Click the [Historical Vol] button.
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Open the csv file of historical prices that you saved.

Open the csv file of historical prices that you 

saved.
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On the volatility-smile graph, a yellow dot represents the historical volatility for a reach-back period equal to the time to expiration of the options for which the implied volatilities are displayed. In the 

example here, we see the implied volatilities of options that expire in ten trading days and the historical volatility for a reach-back period of ten trading days. 

As a yellow line on the term-structure-of-volatility graph, the display engine displays historical volatilities for a range of reach-back periods from two days up to the maximum number of days shown 

on the graph. 

For example, here, above the 10-day mark, the historical volatility displayed is for a reach-back period of 10 trading days. Above the 217-day mark, the historical volatility is for a reach-back period 

of 217 trading days. Above the 349-day mark, the historical volatility is for a reach-back period of 349 trading days. 

As a yellow line on the term -structure -of-

volatility graph, the display engine displays 

historical volatilities for a range of reach -

back periods from two days up to the 

maximum number of days shown on the 

graph. 

For example, here, above the 10 -day mark, 

the historical volatility displayed is for a 

reach -back period of 10 trading days. Above 

the 217 -day mark, the historical volatility is 

for a reach -back period of 217 trading days. 

Above the 349 -day mark, the historical 

volatility is for a reach -back period of 349 

trading days. 

On the volatility -smile graph, a yellow dot 

represents the historical volatility for a 

reach -back period equal to the time to 

expiration of the options for which the 

implied volatilities are displayed. In the 

example here, we see the implied volatilities 

of options that expire in ten trading days and 

the historical volatility for a reach -back 

period of ten trading days. 

57


