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Variance prediction of time-series has plenty of serious applications in finance. Contingent claims pricing, hedging, calculating risk-measures, and volatility arbitrage is not an exhaustive list. Such a width of possible usage evoked an immense interest in modeling conditional variance. However, for the moment there is a strong lack of volatility investigations in emerging markets.
Ascertainment of statistical significance of volatility models is an important and actual objective. In this work GARCH (1, 1) was chosen among vast variety of existing models, because specifically this model has already shown its consistency in developed markets [1].
This study investigates the presence of Garch effect in four largest developing markets: Brazil, Russia, India and China. Stocks were randomly taken among highly liquid and most traded shares of each mentioned market. Sample contained five securities for each market and included the whole historical trading data available on exchanges. Analysis was performed with the help of R software for statistical computing.
It has been found that the simple GARCH (1, 1) model has fitted all the logarithmic return series adequately and performed statistically significant results. In 84% cases data contained serial auto-correlations were removed in order to apply volatility model to residuals. In other cases auto-correlations were minor, so the model was used directly.
To prove statistical significance of conditional variance dependence Box-Ljung test was applied to square of residuals with 10, 15 and 20 lags [2]. Strong correlation was observed in all considered cases with 5% significance level. After fitting GARCH (1, 1) all coefficients were also statistically checked with t-Student criterion that gave positive results for every built model.
Obtained corollaries allow assuming the similarity of investigated markets and using GARCH (1, 1) in terms of characterizing the time series dynamics of conditional volatility and its forecasting. The predictive power of the model appears to be strong enough and the model can be regarded as suitable for emerging markets as well.
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